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GLOSSARY OF TERMS 


TransCanada PipeLines Limited 
Description of Classes or Types of Service 


Contract Demand - CD TCPL agrees to sell toa 
Buyer, ina specified delivery area, up to a specific 
quantity of gas each day, which represents 
TCPL’s maximum daily obligation to deliver to a 
Buyer. For the transportation of the gas buyer 
must pay a fixed monthly demand charge 
regardless of volumes actually taken and also a 
commodity charge related to the volume taken. 


Annual Contract Quantity - ACQ TCPL agrees 
to sell to a Buyer in the Eastern Rate Zone an 


annual quantity of gas designated as the Annual 
Contract Quantity. Forty percent of this annual 
quantity is scheduled for delivery in the winter 
period and sixty percent in the summer period. 
Various curtailment rights are available to TCPL. 
Transportation charges relate to the volume taken 
each month, with provision for an annual 
supplemental charge for volumes offered and not 
taken. 


Small General Service - SGS TCPL agrees to 
sell to a Buyer, in a specified delivery area, up toa 
specific quantity of gas each day which 
represents TCPL’s maximum daily obligation to 
deliver to a Buyer. A Buyer must pay a 
transportation charge related to the volume taken. 
Such service is available for a Buyer with 
primarily residential and commercial space 
heating load customers. 


Authorized Overrun Interruptible - AOI TCPL 
sells to a Buyer quantities of gas in excess of 
quantities contracted for by a Buyer and which 
TCPL may have available from time to time for 
delivery to a Buyer. Buyer must pay a 
transportation charge related to the volume taken. 


Peaking Service - PS TCPL agrees to sell to a 
Buyer a designated volume during the winter 
period in addition to gas purchased by a Buyer 
from TCPL under TCPL’s CD Service Contract. 
Buyer must pay a transportation charge related to 
the volume taken. Volumes contracted must be 
taken or paid for if not taken. 


Temporary Winter Service - TWS TCPL agrees 
to sell to a Buyer a designated volume subject to 
curtailment provisions during the winter period in 
addition to gas purchased by a Buyer from TCPL 
under TCPL’s CD Service Contract. Buyer must 


10. 


11. 


12. 


13. 


pay a transportation charge related to the volume 
taken. Volumes contracted must be taken or paid 
for if not taken. 


T-Service Buyer has arranged to have certain 
volumes of gas delivered to TCPL at the point 
where the facilities of NOVA join the facilities of 
TCPL, and to have TCPL transport such volumes 
to the Buyer’s market. Buyer must pay a fixed 
monthly demand charge for this service 
regardless of volumes actually taken and also a 
commodity charge related to the volume taken. 


Storage Transportation Service - STS A Buyer 
desires to have volumes of gas delivered into 
Union's storage at Lisgar and/or Dawn during the 
summer period, and requires TCPL to transport 
the withdrawal of storage gas during the winter 
period to market. A Buyer must pay a fixed 
monthly demand charge for this service and also 
a commodity charge related to the volume of gas 
delivered into storage. 


Transportation TCPL transports gas for a 
customer from specific receipt points to specific 
delivery points. Customer must pay a fixed 
monthly demand charge regardless of volumes 
actually transported and a commodity charge 
related to the volumes actually transported. 
Short-Term Contract Demand - STCD A 
short-term firm sales service equivalent to 
Contract Demand Service but available for a 
period of one to three years. 


Short-Term Transportation Service - STT A 
short-term firm transportation service equivalent 
to T-Service but available for a period of one to 
three years. 


Interruptible T-Service - IT An _ interruptible 
transportation service provided by TCPL for gas 
which is owned by another shipper. IT-Service 
has the lowest priority of services offered by 
TCPL. The shipper must pay a transportation 
charge related to the volume taken. 


T-AOI Service An interruptible transportation 
service provided by TCPL for gas which is owned 
by another shipper. This is an overrun service 
available only after daily contractual obligations 
for T-Service have been fulfilled. The shipper 
must pay a transportation charge related to the 
volume taken. 
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Executive Summary 


(NOTE: This summary is provided solely for the 
convenience of the reader and does not constitute 
part of this Decision or the Reasons.) 


The Application 


In February 1985, the Board indicated its intention to 
hold a public hearing into TCPL’s application dated 
8 February 1985 for new tolls for the transportation of 
natural gas, effective 1 August 1985. TCPL filed a 
revised application with the Board in April 1985. 


Among other things, TCPL applied for an increase in 
the common equity ratio and the rate of return on 
equity. TCPL also proposed to limit the increase in its 
transportation toll to the Eastern Zone to 7.9 percent 
of the toll in effect on 1 August 1984 by transferring a 
portion of its accumulated deferred income taxes to 
its cost of service and by amortizing the accumulated 
balances of certain deferred costs over five years. 


In addition to the above issues, the Board considered 
certain rate base matters, and several toll design and 
tariff matters. 


Decisions 


The major decisions of the Board with respect to 
TCPL’s application and to other principal issues 
addressed during the hearing are summarized below. 


Rate Base 


Niagara Line Abandonment 

The Board has decided that the retirement should be 
treated as an extraordinary retirement and that the 
loss should be amortized in the test year 1985-86 on 
a monthly basis. 


Forecasted Plant Additions 
The Board has decided to reduce the forecasted total 
rate base additions by $8 million for the test year. 


Unfunded Debt — 


The Board has decided to cost the unfunded debt 
component of the utility capitalization at a rate of 


11.5 percent. 


Common Equity Ratio 


The Board was not convinced that a change in the 
common equity ratio from the existing level is warrant- 
ed. Accordingly, the Board decided to maintain the 
30 percent common equity ratio for the test year. 


Rate of Return on Common Equity 


TCPL applied for a rate of return on common equity of 
16 percent which represents an increase of one-half 
of one percentage point from the existing approved 
rate. The Board found 14.5 percent to be a fair and 
reasonable rate of return on common equity. 


Rate of Return on Rate Base 

Based on the decisions noted above, the Board 
authorizes a rate of return on rate base of 14.54 
percent as compared to the applied-for rate of 15.06 
percent. 


Transportation Cost of Service 


Reduction of Average Accumulated Deferred 
Income Taxes 

The Board found that the reasons for rejecting a 
similar proposal put forward by TCPL in its 1984 toll 
case remain valid. Therefore, the Board has decided 
to reject TCPL’s proposal. 


Amortization of Deferral Account Balances 

TCPL proposed to amortize the accumulated deferral 
account balances of $58.6 million over five years in 
order to avoid a disruptive Eastern Zone toll increase. 


The Board has decided to deny this proposal because 
the Board was not convinced that, in the absence of 


this proposed mechanism, the toll increase would be 
disruptive. In addition, the Board believes that a 
one-year amortization of deferred costs more closely 
matches the actual incurrence of costs with the 
recovery of these costs in the tolls. 


Great Lakes Overrun Charges 

The Board has decided to allow the recovery by TCPL 
of FERC approved charges paid to Great Lakes. 
However, the Board has decided to disallow the 
carrying charges associated with the “demand” 
portion of the Great Lakes overrun charge. The Board 


finds that the appropriate amount to be included in 
the test-year cost of service is $9,534,441. 


Simplot Demand Charge Revenue 

The Board has decided not to order a reduction in the 
Plains-Western CD contract with TCPL. In addition, 
the Board has decided that the deferred Simplot 
T-Service revenue should be distributed to all system 
users. TCPL entered into a T-Service contract with 
Simplot in the belief that the volumes being 
transported were incremental to the existing 
contracted supply with Plains-Western. Also, the 
Board does not believe that TCPL is recovering 
demand charges twice since TCPL is obligated to 
reserve capacity for both the CD contract and the 
T-Service contract. 


Allowance for Lost and Unaccounted for Gas 
As in the past, the Board believes that the allowance 


for lost and unaccounted for gas should reflect 
TCPL’s past experience. Based on _ evidence 


presented during this and previous toll hearings, the 
Board has decided to include a credit to cost of 
service which reflects a three-year average gain of 
0.32 percent. 


Cost of Compressor Fuel 

TCPL has forecasted a compressor fuel requirement 
totalling approximately 59.6 PJ, representing an 
increase of 28 percent over the previously approved 
level. Based on recent experience of system 
throughput and fuel consumption, the Board has 
decided to reduce the forecast to a level of 50 PJ. This 
represents a reduction of $26,865,138 in TCPL’s 
test-year cost of service. 


Difference Between Approved Tolls and Interim 
Tolls 

The Board has decided that TCPL should be 
permitted to recover the revenue shortfall, together 
with carrying charges, that arises from the interim 
tolls being charged in the months of August, 
September and October. The Board has estimated the 
revenue shortfall to be $19,793,457. 


The Board believes this amount should be amortized 
in the test year and accordingly, has included this 
amount in the test-year cost of service and has added 
one-half the amount to rate base for carrying charge 
purposes. 


Further, the Board believes a deferral account is 
required to record the difference between the 
estimated revenue shortfall and the actual amount. 


Toll Design and Tariff Matters 


ACQ Toll 


The Board has decided to maintain the existing toll 
design methodology for ACQ. 


AOI! Tolls 
The Board has decided to deny TCPL’s AOI proposal 


and, therefore, tolls for AO! Service will be based on 
incremental costs. In the Board’s view, any tolls other 


than incremental tolls would inevitably result in 
cross-subsidization among tollpayers and between 
test periods through the mechanism of the 
compressor fuel deferral account. 


IT-Service 

The Board has decided that tolls for 1T-Service should 
be equal to the tolls for AOI Service. Also, the Board 
approves the priority of service proposed by TCPL. 
That is, deliveries of AO! gas will have priority over IT 
gas. 


T-AO! Service 

The Board has decided that T-AOI Service will have 
the same toll and the same priority as AOI Service. 
Also, the Board approves TCPL’s method of prorating 
volumes between T-AOI and AOI. 


STT and STCD Service 

The Board approves new short-term CD = and 
T-Services which will be offered for terms of one to 
three years. 


T-Service Availability 
The Board notes the concerns of the intervenors with 


respect to the ability of parties to participate in direct 
sales. However, the Board also recognizes that TCPL 


has been the prime long-term supplier, transporter 
and marketer of natural gas in eastern Canada. The 


Company has entered into supply agreements and 
trust deed arrangements to provide the underpinning 


for the construction and operation of the pipeline. 
Distributors entered into long-term CD Contracts with 
TCPL to provide protection for their own markets. 


Also, the outcome of discussions between the federal 
government, the provinces and industry may have an 


impact on the matter of direct sales; however, no 
conclusions have yet been reached. For these 
reasons, the Board is not prepared to remove the 
displacement proviso from the T-Service Tariff. It will 
also be included in the tariff schedules for IT, STT, and 
T-AOI Service. . 


Increase in Eastern Zone CD Toll 

Effective 1 November 1985, the average toll in the 
Eastern Zone for CD Service taken at 100 percent 
load factor will be 1.097 S/GJ. This represents an 
11.4 percent increase over the previously approved 
toll of 0.985 $/GJ. 


If new tolls had become effective on 1 August 1985, 
the average toll in the Eastern Zone for CD Service 
taken at 100% load factor would have been 
1.077 S/GJ. This would have represented an increase 
of 9.3 percent over the previously approved toll. 


Chapter 1 
The Application 


By an application dated 8 February 1985, as revised 
on 10 April 1985, TransCanada PipeLines Limited 
(TCPL) applied to the National Energy Board (the 
Board) under Sections 50, 51 and 53 of the National 
Energy Board Act (NEB Act) for orders effective 
1 August 1985 fixing the just and reasonable tolls that 
it may charge for or in respect of the transportation of 
its gas. TCPL also applied for tolls for transportation 
services rendered to Saskatchewan Power Corpora- 
tion, Consolidated Natural Gas Limited (Consolidat- 
ed), Gaz Métropolitain, inc. (GMi), Gaz Inter-Cité 
Québec Inc. (GICQ), ProGas Limited, Sulpetro Limited 
(Sulpetro) and Simplot Chemical Company Ltd. (Sim- 
plot). TCPL requested the disallowance of any existing 
tariffs or tolls or portion thereof that are inconsistent 
with the just and reasonable tolls so fixed. 


TCPL also applied under Section 53 of the Energy Ad- 
ministration Act, and under the Regulations made pur- 
suant to Part Ill of that Act, for orders approving the 
price to be paid by it to acquire gas for removal from 
the Province of Alberta and revoking any previous 
orders inconsistent therewith. 


The application contained proposed tolls based on 
TCPL’s cost of service employing a base period of 
12 months ended 30 September 1984 and a test 
period of 12 months commencing 1 August 1985. 


TCPL applied for an order for accounting and toll- 
making purposes that would allow it to amortize 
monthly in tolls the balances in the following deferral 
accounts over 5 years commencing 1 August 1985: 


(a) Cost of Transmission by Others: 

(b) Cost of Compressor Fuel; 

(Cy sExcise Tax: 

(d) Revenues Received Under Peaking Service (PS) 
Contracts; 

(e) Revenues Received Under T-Service Contracts; 

(f) Miscellaneous Debt Service Deferrals. 


TCPL also requested carrying charges on the month- 
end balances in the accounts calculated at a rate 
equal to 1/12th of the then authorized annual rate of 
return on rate base. 


TCPL also requested an order for accounting and toll- 
making purposes that would allow it to transfer 
$23,310,000 in 12 equal monthly instalments com- 
mencing 1 August 1985 from Accumulated Deferred 
Income Taxes (Account 276) to Income Taxes (Ac- 
count 306). 


TCPL requested the above orders for accounting and 
toll-making purposes as mechanisms to limit to ap- 
proximately 7.9 percent its estimated increase for the 
test year in the Eastern Zone toll for CD Service. With- 
out the proposed steps the estimated increase would 
have amounted to 16.8 percent and TCPL considered 
that such an increase in tolls would have been 
disruptive. 


By Order No. TGI-1-85, the Board had ordered TCPL 
to record in an interim deferral account for each 
month the demand charges attendant upon the dif- 
ference between the demand volume of 590,000 thou- 
sand cubic feet (mcf) per day reflected in the tolls ap- 
proved pursuant to Order No. TG-5-84 and the actual 
level of daily demand volume being, at that time, 
608,750 mcf per day, charged to TCPL by Great 
Lakes Gas Transmission Company (Great Lakes). 
TCPL was also required to include carrying charges 
on the month-end balance in the account for each 
month calculated at 1/12th of its authorized annual 
rate of return on rate base. In its application, TCPL 
requested that this deferral account be approved ona 
final and continuing basis and that a projected 
demand volume of 658,438 mcf per day instead of 
590,000 mcf per day be reflected in the tolls to be ap- 
proved by the Board. 


In 1984, the Board authorized, on an interim basis, by 
Order No. TG-6-84, the deferral for accounting and 
toll-making purposes of the difference between the 
actual cost of compressor fuel used for the month and 
the amount for compressor fuel costs that is actually 
recovered by TCPL in its tolls for the month. TCPL was 
also ordered to calculate carrying charges on the 
month-end balance in the account for each month cal- 
culated at 1/12th of TCPL’s authorized annual rate of 
return on rate base. TCPL requested the continuation 
of this deferral account on a permanent and continu- 
ing basis. 


The application also contained a request that the 
Board amend the authorization for deferral of unpre- 
dicted CD or T- Service revenues issued in Order No. 
TG-6-84 to include on a continuing basis PS and 
Temporary Winter Service (TWS) contracts not incor- 
porated in the calculation of the tolls in effect. 


TCPL also applied for orders for accounting and toll- 
making purposes to allow the recording in deferral ac- 
counts of the following two items: 


1. any amounts paid by it in respect of income tax 
reassessments by Revenue Canada in 1985 or 
later years, arising out of deductions in respect of 
expenditures on high impact welding; and 


2. the differences, if any, between the actual costs of 
unaccounted for volumes of gas and the estimat- 
ed costs as approved by the Board. 


It also sought carrying charges on the month-end bal- 
ance in the account which would be calculated at a 
rate equal to 1/12th of the then authorized annual rate 
of return on rate base. 


Concerning toll design, TCPL proposed an amend- 
ment to the structure of its Authorized Overrun Inter- 


ruptible (AOI) tolls. TCPL applied to charge for winter 
AOI deliveries, the CD toll at 100 percent load factor 
level and for summer AOI deliveries a toll based upon 
the average variable costs plus 6 cents per gigajoule 
(GJ) of fixed costs. 


Finally, TCPL also proposed that a new Interruptible 
Transportation (IT) Service be introduced and 
requested appropriate changes to its tariff to accom- 
modate such service. During the course of the hearing, 
TCPL proposed similar tariff provisions for three new 
services, T-AOI, Short-Term T-Service and Short-Term 
CD Service. 


Further details on the application, as amended on 
10 April 1985 and during the course of the hearing, 
are set out in the following chapters of these Reasons 
for Decision. 


By its Directions on Procedure RH-2-85, the Board set 
down for hearing TCPL’s application, as amended. 
The hearing commenced in Ottawa on 24 April 1985 
and lasted 35 days during the months of April, May, 
June and July 1985, concluding on 18 July 1985. 


Chapter 2 
Rate Base 


2.1 General 


Table 2-1 shows the Board’s adjustments to rate base 
for the test year ending 31 July 1986. The details of 
the adjustments are explained in the sections 
following. 


2.2 Gross Plant 


TCPL projected its average gross plant for the test 
year to be $3,371,845,845. The Board has adjusted 
this amount to $3,363,065,352, a decrease of 


$8,780,493, representing the weighted average of 
gross plant adjustments as shown in Table 2-2 NEB 
Adjustments to Plant. 


2.2.1 Forecasted Plant Additions 


In 1985, the Board has authorized TCPL to install mis- 
cellaneous pipeline, compressor and metering modifi- 
cations totalling approximately $39.5 million. TCPL 
applied to include all these estimated costs in its test- 
year rate base. 


Table 2-1 


Rate Base 
Test Year Ending 31 July 1986 


Application NEB Authorized 
Application! as Revised Adjustments by NEB 
Gas Plant in Service 
Gross Plant $3,369,297,561 $3,371,845,845 $(8,780,493) $3,363,065,352 
Accumulated Depreciation (882,328,468) (882,423,203) (2,203,886) (884,627,089) 


Net Plant 
Contributions in Aid of 
Construction (160,047) 


Net Gas Plant in Service 


Working Capital 82,826,176 
Deferred Costs: 

Transmission by Others COOO2Maé» 
Average Accumulated 
Deferred Income Taxes (64,213,922) 
Miscellaneous Deferred 

Items 40,114,526 
Other Deferred Items PSXENS(O}S)I/ 
Interim Revenue 

Adjustment = 
North Bay Shortcut 22,791,736 


Total Rate Base 


$2,486,969,093 $2,489,422,642 


$2,486,809,046 $2,489,183,169 


(10,984,379) 2,478,438,263 


(239,473) = (239,473) 


$(10,984,379) $2,478,198,790 


81,763,905 (283,518) 81,480,387 
32,220,351 (14,968,570) eZonnon 
(61,055,422) (14,813,500) (75,868,922) 
40,992,026 (10,419,789) 30,572,237 
472,533 (2,094,345) (1,621,812) 

= 9,896,729 9,896,729 
22,791,636 = 22,791,636 


$2,609,225,334 $2,606,368,198 


$(43,667,37 2) 


1 Application dated 8 February 1985 as revised by TCPL on 10 April 1985. 


$2,562,700,826 


2 On12 June 1985, TCPL filed Exhibit B-196 updating the application to reflect various changes based on mat- 


ters raised during the hearing. 


Table 2-2 


NEB Adjustments to Plant 


Weighted Average 
Gross Plant Test Year Accumulated 
Additions Depreciation Depreciation 
Forecasted Plant 
Additions $(8,000,000) $(235,200) | $(117,600) 
Niagara Line 
Retirement _ _ PVE 1) 
Unauthorized 
Capital Projects 
Chalk River 
Sales Tap (47,385) (1,572) (967) 
Deep River 
Sales Tap (28,385) (956) (662) 
AFUDC and 
Overhead (704,723)2 
Total $(8,780,493) $(237,728) $2,203,886 


1 The test-year depreciation has been estimated by using TCPL’s composite 
rate of 2.94 percent. 


2 Decrease due to reduction of test-year additions and the change in rate of 
return from 15.06% to 14.54%. 


The Board notes that in the past TCPL has generally 
spent less on capital additions than that estimated in 
its applications. This occurred as a result of cancelled 
or postponed projects, or completed projects costing 
less than estimated. Accordingly, the Board considers 
it reasonable to reduce by $8 million the total amount 
of forecasted plant additions to be included in gross 
plant for the 1985-86 test year. 


2.2.2 Niagara Line Abandonment 


TCPL recorded as an ordinary retirement the aban- 
donment in place of 40 km of its Niagara Line. This 
pipeline was put in service in 1957 and has been de- 
preciated at the same rate as other pipeline properties 
recorded in the same group. A Company witness testi- 
fied that the abandonment would take place in June 
1985. As of June 1985, the original cost of the retired 
line was $3,972,368 and the related accumulated 
depreciation was $2,018,921. 


The Company contended that the retirement of this 
line should be treated as an ordinary retirement as 
this is consistent with the basis upon which TCPL’s 
depreciation rates have been fixed. The group method 
of depreciation recognizes that some assets in the 
group will be retired before they are fully depreciated 
and some assets will be retired after they are fully de- 
preciated. TCPL believed this accounting method 
was consistent with past practice. 


The retirement was necessary because of the popula- 
tion density pipe specification requirements. This sort 


of early retirement, the Company argued, could rea- 
sonably be assumed to have been anticipated when 
the basis for the depreciation provision was estab- 
lished. In argument, TCPL referred to Section 40(1) of 
the Gas Pipeline Uniform Accounting Regulations 
(GPUAR) which defines an extraordinary retirement 
as: 


“A retirement of depreciable plant that results 
from causes not reasonably assumed to have 
been anticipated or contemplated in.prior depre- 
ciation or amortization provisions, including such 
causes as fire, storm, flood, premature obsoles- 
cence or unexpected and permanent shut down 
of an entire operating assembly for reasons 
other than ordinary wear and tear.’ (emphasis 
added) 


The Applicant maintained that the Niagara Line was 
not being retired for any of the reasons cited in Section 
40(1). The retirement was due to population density 
which was one of the factors considered in establish- 
ing prior depreciation provisions. In addition, the Ap- 
plicant stated that consideration of the Niagara Line 
abandonment as ordinary or extraordinary is immate- 
rial because the book cost is 0.15 percent of the value 
of the main account and 0.12 percent of the gas plant 
in service, and based upon the provisions of Section 
40(4) of the GPUAR immaterial gains or losses re- 
sulting from extraordinary retirements shall be ac- 
counted as ordinary retirements. Finally, the Applicant 
requested that if the Board directs that the retirement 
be treated as extraordinary, the loss should be amor- 
tized in the test-year cost of service over a 12-month 
period. 


The Canadian Petroleum Association (CPA) took the 
position that the anticipated early demise of this par- 
ticular section had not been contemplated in the 
depreciation and amortization provision applied to 
this particular section of the line. In argument, the 
CPA relied on Section 39(1) of the GPUAR which 
states that: 


“In respect of depreciable plant, ordinary retire- 
ment means a retirement of depreciable plant 
that results from causes reasonably assumed to 
have been anticipated or contemplated in prior 
depreciation or amortization provisions.” 


In its final argument, the CPA took the position that if 
this item is treated as a normal retirement it would 
result in an increase in cost of service of some 
$500,000 per year on a continuing basis. If it were 
treated as an extraordinary retirement and amortized 
in the test year it would result in an increase in cost of 
service for the test year of $4.1 million, including 
income taxes. 


The Board finds that the retirement constitutes a 
permanent shutdown of an entire operating assembly 
for reasons other than ordinary wear and tear and as 
such constitutes an extraordinary retirement as 
defined in Section 40(1) of the GPUAR. The Board, 
therefore, directs that the retirement of the Niagara 
Line be treated as an extraordinary retirement, and 
that the loss be amortized to the cost of service in the 
1985-86 test year on a monthly basis. 


Since TCPL has treated the retirement as a normal 
retirement in its application, the Board has increased 
the accumulated depreciation at the beginning of the 
test year by $2,323,115. This amount is included in 
the cost of service before the provision for income 
taxes. Details of this adjustment are shown in Table 
PaaS 


Table 2-3 


Determination of Loss on Extraordinary Retirement 
of Niagara Line as of 
30 June 1985 


Book Cost $3,972,368 
Less: Accumulated Depreciation 2,018,921 
Undepreciated Amount 1,953,447 
Removal Cost $400,000 

Less: Salvage Value 30,332 369,668 
Net Loss on Retirement $2,323,115 


2.2.3 Unauthorized Capital Projects 


TCPL included in its revised test-year rate base two 
projects which the Board has not yet authorized pur- 
suant to Part Ill of the NEB Act. Accordingly, the Board 
has reduced TCPL’s rate base by $75,770, and ap- 
propriate adjustments have been made to 
depreciation. 


2.3. Working Capital 


TCPL estimated its working capital for the test year 
ending 31 July 1986 to be $81,763,905. The Board’s 
adjustments to working capital are summarized in 
Table 2-4. 


2.3.1 Cash Working Capital 


TCPL originally requested a cash working capital al- 
lowance equal to 1/11th of operation and mainte- 
nance expenses net of gas related costs, rate hearing 
expenses and non-cash items. The allowance 
requested by the Company is an increase over the al- 
lowance of 1/12th approved in the July 1984 Reasons 
for Decision. 


As in the past, the Applicant submitted a lead/lag 
study to support the increase in the allowance from 
1/12th to 1/11th. The study was similar to that of the 
previous year but increased the lag days for rent paid 
in advance from about 20 to 50 days. This factor was 
responsible for the increase in the allowance from 
1/1 2th to 1/11th. During the hearing, the Company fur- 
ther revised the lead/lag study to correctly reflect the 
lag days associated with payroll and payroll deduc- 
tions. In addition, it weighted the mail lag by the per- 
centage of operation and maintenance expenses net 
of payroll activities. As a result of these refinements, 
the Company requested a cash working capital factor 
of 1/12th, unchanged from the previous year. 


The CPA accepted the final factor applied by TCPL 
but indicated that the Board should look carefully at 
the evidence to determine whether the allowance for 
cash working capital should be less than 1/12th. In 
support of this position, it indicated that TCPL had ac- 
cepted the Board’s determination in TG-3-82 of 
2.5 days mail lag but TCPL had not undertaken a 
study to determine if this factor is accurate. 


The Minister of Energy for Ontario (Ontario) ques- 
tioned whether a revised lead/lag study might suggest 
a factor equal to 1/13th. 


The Board accepts the 1/12th factor submitted by the 
Applicant for determining the allowance for cash 
working capital for the test year. However, for the next 
toll case, the Board requires that TCPL review the ex- 
isting methodology in regard to the lag for cash 
outlay, and to determine whether the provision of 
2.5 days mail lag is still appropriate. 


Table 2-4 


Determination of Working Capital 
Test Year Ending 31 July 1986 


Application NEB Authorized 
Application as revised Adjustments by NEB 
Cash $11,818,841 $10,756,570 $(283,518) $10,473,052 
Material and Supplies 28,172,649 28,172,649 — 28,173,649 
Transmission Line Pack 39,733,846 39,733,846 — 39,733,846 
Prepayments and Deposits 3,100,840 3,100,840 — 3,100,840 
Total $82,826,176 $81,763,905 $(283,518) $81,480,387 


Adjustments made by the Board to operation and 
maintenance expenses result in adjustments to the 
cash working capital allowance as shown in Table 2-5. 


Table 2-5 


Calculation of Adjustment to 
Cash Working Capital Allowance 


Net Operation and Maintenance Expense 


(per Applicant) $129,078,840 
Reduction in Salaries and Benefits (3,265,252) 
Reduction in Transmission, Departmental 

and General Expenses (136,962) 
Net Operation and Maintenance Expense 

(per NEB) $125,676,626 
1/12th of Net Operation and Maintenance 

Expense (per NEB) $10,473,052 
1/12th of Net Operation and Maintenance 

Expense (per Applicant) 10,756,570 
NEB Adjustment $(283,518) 


2.4 Deferred Costs 


2.4.1 Transmission by Others 


As set out in Sections 4.2 and 4.3.1 the Board has 
decided to amortize the accumulated deferred bal- 
ances in this account during the test period and to 
deny the carrying charges associated with GLGT over- 
run charges. The Board has adjusted this account by 
S(14,968,570) to reflect these decisions. The calcula- 


tion of the adjustment is shown in Table 2-6. 


Table 2-6 


Calculation of NEB Adjustment to Average Test-Year 
Unamortized Balance re: Transmission by Others 


Balance at Beginning of Test Year $35,800,390 
Adjustment to Reflect NEB Decision to 

Exclude Carrying Charges of $1,296,829 

Great Lakes Overrun 

Charges (1,296,829) 
Opening Test-Year Balance as Adjusted $34,503,561 
Authorized Balance Outstanding as at 

31 July 1986 Reflecting NEB Decision 

to Amortize Balance Over One Year 0 
Test-Year Balance to Be Amortized $34,503,561 
Authorized Test-Year Average Unamortized 

Balance S17259. 784 
Test-Year Average Unamortized Balance 

per TCPL 


NEB Adjustment 


32,220,351 


$(14,968,570) 


2.4.2 Average Accumulated Deferred Income 
Taxes 


As part of its overall proposal to restrict an otherwise 
disruptive toll increase in the test year, TCPL request- 
ed the Board to approve a reduction in the opening 
average accumulated deferred income tax balance of 
$75,868,922. 


For reasons as outlined in Section 4.1, the Board has 
decided that the transfer of such an amount is not re- 
quired to accomplish this purpose. Accordingly, the 
Board has adjusted the proposed test-year balance of 
$61,055,422 in average accumulated deferred 
income taxes to the amount of $75,868,922 which 
was outstanding at the beginning of the test period. 


2.4.3 Miscellaneous Deferred Items 


The Board has adjusted this account by 
S(10,419,789) as shown in Table 2-7 as a result of its 
decision to amortize the accumulated deferred bal- 
ances during the test year. 


Table 2-7 


Calculation of NEB Adjustment to Average Test: Year 
Unamortized Deferred Balance 
re: Miscellaneous Deferred Items 


Balance at Beginning of Test Year $26,049,473 
Authorized Balance Outstanding as at 

31 July 1986 Reflecting NEB Decision 

to Amortize Balance Over One Year 0 
Test-Year Balance to be Amortized $26,049,473 


Authorized Test-Year Average Unamortized Balance $13,024,737 


Ada: Authorized Average Test-Year Balances! 


re: Debt, Discount and Expense 13,004,000 

Preferred Share Issue Expense 4,543,500 
Total Authorized Test-Year Average 

Unamortized Balances $30,572,237 
Test-Year Average Unamortized Balance 

per TCPL 40,992,026 


NEB Adjustment $(10,419,789) 


1 Adjustment to reflect “gross-proceeds method” as discussed in 
Sections 3.1 and 3.3. 


2.4.4 Other Deferred Items 


As a result of the Board’s decision to amortize the ac- 
cumulated deferred balances over one year com- 
mencing 1 August 1985 rather than five years, an ad- 
justment was required to this account in rate base to 
reflect this decision. The calculation of the adjustment 
to this item in rate base is shown below in Table 2-8. 


Table 2-8 


Calculation of NEB Adjustment 
to Other Deferred Items 


Balance at Beginning of Test Year 


Authorized Balance Outstanding as at 
31 July 1986 Reflecting NEB Decision 
to Amortize Balance Over One Year 


Test-Year Balance to be Amortized 


Authorized Test-Year Average Unamortized 
Balance per NEB 


Average Test-Year Unamortized Balance 
per TCPL 


NEB Adjustment 


(3,243,624) 


0 
§(3,243,624) 
($1,621,812) 

472,533 


$(2,094,345) 


2.4.5 Interim Revenue Adjustment 


The Board has decided, as set out in Section 4.10, to 
allow TCPL to recover the estimated revenue deficien- 
cy of $19,793,457 arising from interim tolls being in 
effect for the period 1 August 1985 to 1 November 
1985, and to allow it to amortize the amount monthly 
in tolls. The Board therefore has decided to include 
one-half of the estimated deficiency in rate base for 
the purpose of allowing carrying charges on the una- 
mortized portion. 
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TCPL, in its final revision, applied for a rate of return 
on rate base of 15.06 percent for the test year ending 
31 July 1986, as compared to the existing approved 
rate of 14.53 percent. Consistent with recent years, 
this rate of return is based on a deemed average capi- 
talization that equates to the average utility rate base 
inside and outside Alberta plus gas plant under con- 
struction projected for the test year. 


The applied-for deemed average capitalization, as 
revised, and corresponding individual cost rates and 
overall requested rate of return are shown in Table 3-1 
below. 


3.1 Funded Debt 


Funded debt represents the Company's average 
principal amount of debt capital that is projected to 
be outstanding during the test year. 


TCPL, in its final revision, applied for a cost rate of 
15.49 percent. TCPL used what it characterized as 
the gross proceeds method! to calculate the cost of 
its funded debt. By this method, TCPL recovers the 


1 Under its applied-for approach, which TCPL refers to as the 
gross proceeds method, the cost of debt is calculated by divid- 
ing financial charges including amortization of debt discount 
and expense by the gross proceeds of debt outstanding. 


Chapter 3 
Rate of Return 


debt discount and issuance expenses associated 
with its debt directly in the cost of debt and includes 
the unamortized balances of these costs in rate base. 
No intervenor objected. The Board approves this 
method for the determination of the test-year cost of 
funded debt. 


The Board accepts the applied-for cost rate of 
15.49 percent. 


3.2 Unfunded Debt 


Arithmetically, this element of TCPL’s total utility capi- 
talization is derived by subtracting funded debt, pre- 
ferred share capital and common equity capital from 
the total capitalization. 


TCPL, in its final revision, applied for a cost rate of 
13 percent. This cost rate represents TCPL’s forecast- 
ed long-term borrowing rate for the test year. The orig- 
inally applied-for cost rate of 13.25 percent was 
amended to 13 percent to reflect the recent downward 
shift in interest rates as cited by a Company witness. 


The CPA submitted in argument that dramatic 
changes in interest rates had been experienced since 
the original application was filed and that during the 
course of the hearing TCPL sold $75 million of 
11.4 percent debentures. The CPA further submitted 


Table 3-1 


Applied-for Deemed Average Capitalization and 
Applied-for Overali Rate of Return for 
the Test Year Ending 31 July 1986 


Amount 

($000) 
Debt-Funded 1,470,870 
-Unfunded 16,217 
TOTAL DEBT CAPITAL 1,487,087 
Preferred Share Capital 344,864 
Common Equity 862,095 
TOTAL CAPITALIZATION 2,694,046 


Capital Cost Cost Centre 
Structure Rate Component 
% % % 

54.60 15.49 8.46 
0.60 13.00 0.08 
Soro 8.54 
12.80 10.90 1.40 
32.00 16.00 Swile2 
100.00 15.06 


a 


that there is no basis for allowing a higher rate than 
that applied to the recent issue. 


Having regard to all the evidence, the Board has 
decided to cost the unfunded debt component of the 
utility capitalization at a rate of 11.5 percent. 


3.3 Preferred Share Capital 


Preferred share capital represents the average stated 
capital of preferred share issues associated with utility 
investments projected to be outstanding during the 
test year. 


TCPL, in its final revision, applied for a cost rate of 
10.9 percent. The gross proceeds method! was used 
to calculate the cost of preferred share capital. This 
method was proposed by TCPL to recover the is- 
suance expenses associated with its preferred shares 
directly in the cost of preferred share capital and to in- 
clude the unamortized balances of these costs in rate 
base. This approach is consistent with the method 
used by TCPL to cost its funded debt. No intervenor 
objected to the introduction of this method. The Board 
has approved the applied-for method in determining 
the test-year cost of preferred share capital. 


The Board accepts the applied-for cost rate of 
10.9 percent. 


3.4 Common Equity Ratio 


TCPL applied for a deemed common equity ratio of 
32 percent as opposed to the 30 percent ratio current- 
ly approved for toll purposes. 


In its July 1982 Reasons for Decision, the Board 
identified three main factors that it considered in as- 
sessing the appropriateness of a deemed common 
equity ratio for toll purposes. They are as follows: 


@ considerations relating to the business risks 


faced by TCPL’s utility operations; 


® considerations relating to maintaining an ap- 
propriate balance between the debt and equity 
elements of the deemed capitalization; and 


@ considerations relating to maintaining an ap- 
propriate balance between the equity financing 
attributed to the utility through the deeming pro- 
cess and that portion of such actual consolidated 


1 Under its applied-for approach, which TCPL refers to as the 
gross proceeds method, the cost of preferred share capital is 
calculated by dividing the dividend required plus yearly amorti- 
zations of issue expense less gains on purchase fund for the 
$2.80 preferred shares by the gross proceeds (paid-up equiva- 
lent) of the preferred shares. 


ne 


financing which is left to implicitly underpin the 
Company's non-utility operations. 


Concerning business risk, the Board notes that 
TCPL’s witnesses all agreed that business risks have 
remained substantially unchanged since the Compa- 
ny’s last toll hearing. 


In argument, TCPL took the position that a 32 percent 
common equity ratio was warranted on the basis of a 
number of factors. In this regard, TCPL reiterated the 
position of one of its expert witnesses that‘there is ab- 
solutely no cross-subsidization and that it is time to 
recognize that if the utility does generate earnings, 
and if it were to be a stand-alone pure utility, its 
common equity ratio would increase. This latter 
factor, as well as competitive conditions in capital 
markets, convinced this witness that some increase in 
the utility's deemed common equity ratio was 
warranted. 


CPA disagreed stating in argument that the deemed 
common equity ratio should not be raised above the 
existing 30 percent level for the following reasons: 


1. the low common equity ratio underlying the non- 
utility component of TCPL’s total capitalization; 

2. the continued minimal risk level, both in absolute 
terms and relative to other utilities, of TCPL’s utility 
operations; and 

3. TCPL’s minimal need for financing flexibility. 


Ontario also presented evidence in this regard and 
recommended that the deemed common equity ratio 
be reduced to the 28 percent level, which the Board 
had found appropriate in its 1982 and 1983 Reasons 
for Decision. Ontario concluded that a 28 percent 
deemed common equity ratio was appropriate in light 
of TCPL’s level of business risk and the apparent via- 
bility of this reduced ratio. 


The Board is of the view that the level of business risk 
inherent in TCPL’s utility operations remains un- 
changed since the Company’s last toll hearing. In ad- 
dition, the Board believes that the use of a 30 percent 
deemed common equity ratio has not adversely af- 
fected the financial flexibility or creditworthiness of 
TCPL’s utility operations. 


Having considered all the evidence, the Board is not 
convinced that a change in the common equity ratio 
from the existing level is warranted. Accordingly, the 
Board maintains the 30 percent common equity ratio 
for the current test year. 


2 The non-utility capitalization is obtained by subtracting the 
dollar values of the various components of total capital 
deemed to apply to the utility operations from those actually ex- 
isting in TCPL’s consolidated capitalization. 


3.5 Rate of Return on Common Equity 


TCPL applied for a rate of return on common equity of 
16 percent, which represents an increase of one-half 
of one percentage point from the existing approved 
rate of 15.5 percent. In requesting a rate of return of 
16 percent, the Applicant relied upon the recommen- 
dations of its two expert witnesses. In arriving at their 
recommendations, the witnesses used their usual 
methods of estimating the cost of equity capital. 
These are the comparable earnings, discounted cash 
flow (DCF) and equity risk premium methods. 


Two intervenors, the CPA and Ontario, presented evi- 
dence prepared by their expert witnesses. Initially the 
CPA’s expert witness recommended a fair rate of 
return on common equity of 14 to 14.25 percent. 
During the hearing the witness amended his recom- 
mendation to 14 percent. The changed emphasis was 
based on developments which occurred in the capital 
markets, more particularly the decline in long-term 
interest rates. The CPA’s expert witness used his tradi- 
tional DCF technique to estimate his recommended 
rate. 


Ontario’s expert witness recommended a range of 
14 to 14.5 percent based on an analysis of the results 


of his risk premium, comparable earnings and DCF 
tests. However, in recognition of continuing declines 
in long-term interest rates the witness placed more 
weight on the lower end of this range. 


In the Board’s view, the determination of a fair rate of 
return on common equity involves the evaluation of 
several different approaches. The Board is of the view 
that the final determination of a just and reasonable 
rate of return requires the exercise of judgment. 
Having regard to all the evidence, giving consideration 
to prospective long-term interest rates, the Board 
finds 14.5 percent to be a fair and reasonable rate of 
return on common equity. 


3.6 Rate of Return on Rate Base 


Based on its findings in this case, the Board has 
decided that a rate of return on rate base of 14.54 per- 
cent is fair and reasonable. The deemed capitalization 
and the derivation of the allowed rate of return are 
shown in Table 3-2. A comparison of the rates of 
return previously authorized, applied- for and ap- 
proved is provided in Appendix V to this Decision. 


Table 3-2 


Deemed Average Capitalization and 
Overall Rate of Return Approved for 
the Test Year Ending 31 July 1986 


Amount 
($000) 
Debt-Funded 1,470,870 
-Unfunded 39,531 
TOTAL DEBT CAPITAL 1,510,401 
Preferred Share Capital 344,864 
Common Equity 795,114 
TOTAL CAPITALIZATION 2,650,379! 


1 Rate Base Outside Alberta 
Alberta Rate Base 
Gas Plant Under Construction 


TOTAL 


Capital Cost Cost 
Structure Rate Component 
% % % 
55150 15.49 8.60 
1.49 11250 0.17 
56.99 SCTE 
13.01 10.90 1.42 
30.00 14.50 4.35 
100.00 14.54 
($000) 
$2,562,701 
85,606 
2,072 
$2,650,379 
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Chapter 4 


Transportation Cost of Service 


4.1 Reduction of Average Accumulated 


Deferred Income Taxes 


In its current application the Company proposed to 
reduce its flow-through utility income tax provision as 
one of two proposals to avoid what it considered to be 
a disruptive toll increase for the test year. To accom- 
plish its objective, TCPL proposed to offset a part of 
its current income tax provision by transferring an 
amount from its accumulated deferred income tax ac- 
count to limit its current income tax provision to the 
level approved by the Board in its July 1984 Reasons 
for Decision. 


A number of intervenors presented arguments in re- 
spect of this issue. The Board notes that there was 
considerable disagreement amongst those parties as 
to the appropriateness of the Company’s proposal. 


The Board finds that the reasons for rejecting a similar 
proposal put forward by the Company in its 1984 toll 
hearing remain valid. 


In that instance the Board stated, “The Board finds 
that the Applicant's proposal is a departure from cost- 
based tolls, and that the use of accumulated deferred 
income taxes in this manner disregards tax allocation 
principles. Consequently, the Board has decided that 
TCPL’s proposal is not appropriate and shall not be 
used.” 


Accordingly, the Board has decided to reject TCPL’s 
proposal. 


4.2 Amortization of Deferral Account Balances 


In the application, one of the two mechanisms pro- 
posed by TCPL to limit the increase in the CD toll in 
the Eastern Zone to 7.9 percent was to amortize cer- 
tain accumulated deferral account balances of 
$58.6 million over five years commencing 1 August 
1985. The average unamortized deferred balance out- 
standing during the test year, including carrying 
charges on the month-end balance calculated at a 
rate equal to 1/12th of the then authorized annual rate 
of return on rate base, was proposed to be included as 
part of rate base. 
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TCPL proposed this mechanism so that the increase 
in the Eastern Zone toll would not be disruptive. 


TCPL cited the North Bay Shortcut (NBSC) deferral as 
a precedent for its five-year amortization proposal. 
TCPL stated that the NBSC deferral procedure was 
proposed by the Company so it could comply with the 
federal government's six-and-five restraint program. 


During cross-examination, TCPL stated that its 
proposal would reduce the current test-year cost of 
service by approximately $54.6 million. However, the 
average unamortized deferred balances, including 
carrying charges, would increase the test-year utility 
rate base by approximately $29 million. The total 
impact of the five-year amortization proposal would 
be to increase the next four test-years’ cost of service 
by approximately $82.2 million. 


The cost to tollpayers of this proposal would amount 
to approximately $27.6 million. This cost is the carry- 
ing cost, calculated at the currently authorized rate of 
return on rate base including taxes, of deferring the 
average unamortized deferral account balances for 
an additional four years. Intervenors argued that these 
additional test-year costs were not appropriate. 

At the hearing, TCPL acknowledged during cross- 
examination that the disposition of balances in defer- 
ral accounts in the year following incurrence of the 
costs most closely aligns with the principle of cost- 
based tolls. Generally, TCPL advocates cost-based 
tolls on its system. 


Although TCPL acknowledged that its five-year 
amortization proposal departs from the principle of 
cost-based tolls, it also maintained that in this case 
the principle need not be applied. TCPL asserted that 
its cost-based tolls are protected through the exis- 
tence of carrying charges which recognize the oppor- 
tunity cost of the delay in the recovery of these costs. 
TCPL also maintained that the rate of return on rate 
base was a fair representation of the time value of 
money, and that the tollpayer should be indifferent if 
recognition is given to the time value of money. 


Intervenors, in general, disagreed, stating that tollpay- 
ers are not indifferent to this carrying charge rate. One 


intervenor did support TCPL’s proposal, but disagreed 
with the use of the rate of return on rate base as the 
appropriate carrying charge on the average unamor- 
tized deferred balance to be carried forward. That in- 
tervenor advocated the use of TCPL’s five-year cost of 
borrowing for the purpose of calculating carrying 
charges. 


Intervenors also did not support TCPL’s amortization 
proposal on the basis that the people who would be 
paying the deferred costs in the future are not 
necessarily the same people who enjoyed the benefit 
of the service which incurred the deferred costs. 
These intervenors submitted that such toll treatment 
distorts market signals. 


TCPL argued that largely the same mix of customers 
would enjoy the benefit of the deferral of these costs 
as would pay for it. One intervenor stated that the dis- 
tributors’ customers would ultimately bear the addi- 
tional costs associated with TCPL’s proposal and that 
a customer five years from now would be burdened 
with a cost that was incurred five years previously. 
TCPL expressed hope that future sales volumes 
would increase in the period of amortization and as- 
sumed that the future tollpayer would be in a better 
position to absorb the additional future amortized 
operating costs. TCPL did not supply any evidence to 
the Board to that effect. 


The Board was not convinced that in the absence of 
this proposed mechanism the toll increase would be 
disruptive. 


Further, in the Board’s view, the circumstances of the 
NBSC deferral differ from the circumstances of the 
Current proposal in that deferred equity return and the 
associated taxes relating to the very high capital 
costs of the NBSC facilities were deferred and amor- 
tized over that period of time until those facilities 
would be fully used and useful. The NBSC deferral 
was not a precedent to be used to smooth future toll 
increases by deferring operating costs ordinarily in- 
curred in the provision of service. 


In addition, the Board believes that a one-year amorti- 
zation of deferred costs more closely matches the 
actual incurrence of costs with the recovery of these 
costs in tolls. Such toll treatment means that the 
majority of customers enjoying the benefit of the ser- 
vices being provided are largely the same mix of cus- 
tomers who actually pay for these services. 


To the extent possible, the Board advocates toll treat- 
ment that results in cost-based tolls and is of the view 
that TCPL’s proposal departs from this principle for an 
inappropriate reason. 


The Board therefore denies TCPL’s request to amor- 
tize the accumulated deferral account balances over 


Table 4-1 


Transportation Cost of Service 
Test Year Ending 31 July 1986 


Application 
Application! 


Transmission by Others $197,383,473 


Operation and Maintenance 322,907,260 
Depreciation 92,702,804 
Taxes Other Than Income Taxes 33,076,200 
Income Taxes 126,734,000 
Reduction in Deferred Taxes (23,310,000) 
Miscellaneous Deferred Items 5,209,895 
Other Operating Income (5,516,119) 
Miscellaneous Revenue (12,464,037) 
Total Transportation Cost 

of Service Excluding Return $736,723,476 
Return at 15.10% 393,993,009 


Return at 15.06% — 
Return at 14.54% — 


Total Transportation Cost 
of Service $1,130,716,485 
Interim Revenue Adjustment = 


Total Transportation Cost 


of Service for Toll Purposes $1,130,716,485 


1 Application dated 8 February 1985 as revised by TCPL on 10 
April 1985. 


NEB Authorized 

as Revised Adjustments by NEB 
$197,197,253 $27,810,829 $225,008,082 
319,654,281 (46,817,189) 272,837,092 
92,781,316 (237,728) 92,543,588 
33,210,943 = 33,210,943 
126,734,000 11,575,627 138,309,627 
(29,627,000) 29,627,000 ee 
5,209,895 20,839,578 26,049,473 
(5,464,847) (10,560) (5,475,407) 
(9,100,206) (82,765) (9,182,971) 
$730,595,635 $62,425,702 $793,021,337 
392,519,051 (392,519,051) = 
= 372,616,700 372,616,700 


$1,123,114,686 


$1,123,114,686 | 
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$22,801,568 $1,145,916,254 
= 19,793,457 19,793,457 


$42,595,025 $1,165,709,711 


2 On 12 June 1985, TCPL filed Exhibit B-196, updating the ap- 
plication to reflect changes based on matters raised during 
the hearing. 


five years. The Board has decided that the amounts 
should be amortized over one year. 


The relevant deferral accounts as shown in Tables 2-1 
and 4-1. have been adjusted to reflect the Board’s 
decision. 


4.3 Disposition of Deferral Account Balances 


4.3.1 Great Lakes Overrun Charges 


Great Lakes transports gas on behalf of TCPL pur- 
suant to Great Lakes’ T-4 Transportation Tariff. 


Overrun volumes are volumes transported during a 
contract year which are in excess of the volumes con- 
tracted for by TCPL. The actual amount of the overrun 
volumes is not determined until the end of the contract 
year. 


The rate for the transportation of overrun volumes is 
equivalent to the average rate for T-4 transportation 
service calculated at 100 percent load factor. 


Since the rate is equivalent to the T-4 transportation 
rate at 100 percent load factor it may be considered 
to be made up of two components, a “demand” 
component and a “commodity” Component although 
it is specified as a single rate. 


During a contract year, TCPL pays the T-4 commodity 
rate for all volumes transported by Great Lakes. Thus, 
at the conclusion of a contract year TCPL has paid the 
T-4 commodity toll for all volumes, including overrun 
volumes, transported by Great Lakes. However, TCPL 
has not paid the “demand” component of the overrun 
toll for the overrun volumes. Accordingly, Great Lakes 
bills TCPL for the “demand” portion of the total overrun 
charge at the conclusion of the contract year. TCPL 
records the amount paid to Great Lakes in respect of 
the “demand” portion of the overrun charge in the 
Great Lakes Deferral Account together with carrying 
charges and brings the balance forward for disposi- 
tion at a future toll hearing. 


The amount brought forward by TCPL for disposition 
in this proceeding was $10,831,270 which included 
carrying charges of $1,296,829 and was based on 
overruns in the 1983-84 contract year of some 
1.37 109m3 (48.4 Bcf). 


Some intervenors argued that TCPL should not be per- 
mitted to recover this amount through its tolls. To the 
extent that the overrun rate recovers more than the 
variable costs associated with providing overrun, the 
overrun charge paid by TCPL contributes to an overre- 
covery of fixed costs by Great Lakes to the benefit of 
its shareholders. Further, the intervenors pointed out 
that TCPL is a 50 percent owner of Great Lakes and 
thus benefits from the overrecovery of fixed costs 
through the overrun charge. 


The intervenors maintained that the approved rate for 
overrun service is not appropriate and TCPL, by virtue 
of its ownership position with Great Lakes, has little in- 
centive to pursue a change in the design of the over- 
run rate before the Federal Energy Regulatory Com- 
mission (FERC). 


The intervenors argued that disallowance of the 
“demand” portion of the overrun charge would provide 
an incentive to TCPL to seek a change in the Great 
Lakes toll structure. They also argued that TCPL’s sha- 
reholders should not benefit at the expense of its cus- 
tomers from the Great Lakes overrun charge. 


One intervenor argued that the minimum fuel operat- 
ing policy used by TCPL prior to the implementation 
of the flow-split equation was improper because it did 
not yield the minimum cost of service. 


In 1981, TCPL reduced its contract demand on the 
Great Lakes system from 815,000 mcf per day to 
590,000 mcf per day to provide capacity for three 
other shippers: ANR Pipeline Company, Texas Eastern 
Transmission Corporation and Tennessee Gas Pipe- 
line Company, Division of Tenneco Inc. When other 
shippers on the Great Lakes system were operating 
below their contracted levels, TCPL used the resulting 
spare capacity because the incremental fuel rate on 
Great Lakes was lower than the incremental fuel rate 
on the Northern Ontario Line. TCPL discovered, how- 
ever, that the resulting overrun charge, when added to 
the incremental cost of fuel, resulted in a total incre- 
mental cost of using Great Lakes which exceeded the 
incremental cost of using the Northern Ontario Line. 


TCPL developed the flow-split equation which, in its 
view, will result in the combined systems being 
operated in a manner to minimize the cost of service. 


TCPL stated that in November 1982, after receiving a 
bill for overrun service during the 1981-82 contract 
year, it began work on the flow-split formula but it was 
not available for use until mid-1984. TCPL argued that 
it has been shipping gas through Great Lakes in a pru- 
dent manner and the use of the flow-split formula in 
the future will assure the most economical operation 
of the joint system to the benefit of the Applicant's 
customers. 


With respect to its efforts to have the overrun rate 
changed, TCPL stated in argument that it has been an 
active and vigorous intervenor in Great Lakes’ rate 
cases. 


TCPL further stated that the design of the Great Lakes 
overrun rate has not been particularly at issue in Great 
Lakes’ rate cases and there is practically no chance 
of obtaining FERC approval for an overrun rate based 
solely on variable costs. 


Recognizing that this is a complex issue, the Board 
has carefully reviewed all the evidence and argu- 
ments before it. 


In the Board’s view, it would not be appropriate to dis- 
allow the recovery by TCPL of FERC-approved 
charges paid to Great Lakes. 


However, the Board is not convinced that TCPL has 
made every effort to ensure that the interests of its toll- 
payers are protected in Great Lakes toll design pro- 
ceedings before the FERC. Accordingly, the Board 
has decided to disallow the carrying charges asso- 
ciated with the “demand” portion of the Great Lakes 
overrun Charge. 


The Board finds the appropriate amount to be includ- 
ed in the test-year cost of service in respect of Great 
Lakes overrun charges is $9,534,441 which is the 
amount brought forward for disposition. of 
$10,831,270 less the associated carrying charges of 
$1,296,829. 


4.3.2 Simplot Demand Charge Revenue 


TCPL brought forward for disposition in this hearing 
accumulated deferred revenues of $977,162 as a 
result of transporting gas under a T-Service contract 
for Simplot which was executed subsequent to the 
last toll decision. 


On 26 January 1981, the Simplot Chemical Company 
advised Plains-Western (its distributor) that it was 
contemplating obtaining Alberta gas reserves having 
a delivery capability of 282 103m3/day for use in its 
Brandon fertilizer plant. Simplot requested that Plains- 
Western buy this amount of gas from Simplot and 
deliver it to Simplot’s plant in Brandon at which point 
the gas would be resold to Simplot. At that time, 
Plains-Western responded that it already had suffi- 
cient gas volumes under a CD contract with TCPL to 
supply all of Simplot’s requirements. However, Plains- 
Western advised Simplot that it was prepared to buy 
an additional 282103m3/day from Simplot, provided 
that any additional costs incurred by Plains-Western 
would be borne by Simplot. Simplot refused Plains- 
Western’s proposal and instead requested that Plains- 
Western reduce its contract demand with TCPL to 
maintain its overall contract demand at the current 
level then in effect. This proposal would have had the 
effect of requiring Plains-Western to replace the 
282 103 m3/day of gas it had under firm contract with 
TCPL with the same amount per day that Plains- 
Western would purchase from Simplot. 


Plains-Western discussed with TCPL its request to 
reduce its contracted demand by an amount equiva- 
lent to the gas it would purchase from Simplot (i.e. 
282 103m3/day). 
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TCPL refused to grant this request because granting 
the request would have had the effect of displacing 
TCPL’s volumes with Simplot’s volumes. The key 
issue in TCPL’s opinion is the incremental nature of 
the service contracted for. TCPL entered into a T- 
Service contract with Simplot on the belief that the 
volumes being transported were incremental to the 
existing contracted supply with Plains-Western. 


Inter-City Gas Corporation Ltd. (ICG) successor 
company to Plains-Western, believes thatthe refusal 
by TCPL to reduce its contract demand with Plains 
Western results in TCPL recovering demand charges 
twice; once in the CD toll to Plains-Western and once 
again in the T-Service toll to Simplot. 


In this hearing, |CG proposed that a portion of the ac- 
cumulated deferred revenues, currently recorded in 
TransCanada’s T-Service revenue deferral account as 
a result of the T-Service contract with Simplot, be 
directly credited to ICG. 


The usual treatment of such accumulated balances 
for toll purposes is to credit the cost of service with 
the amount accumulated to the end of the then current 
test year, since all CD customers are affected propor- 
tionately by the non-inclusion of these volumes in the 
setting of the existing tolls. 


ICG was of the view that the provision of T-Service 
under the TCPL/Simplot contract caused no additional 
costs on the TCPL system than TCPL would have in- 
curred under the existing CD contract with Plains- 
Western. ICG maintained their overall CD on the TCPL 
system would be unaffected by this transfer of CD 
from Plains-Western to Simplot. 


ICG and the intervenors who supported the ICG 
proposal believed that since the excess capacity that 
was used to provide T-Service to Simplot was up- 
stream of the plant, the credit for use of that spare 
capacity by Simplot should be allocated to the benefit 
of the franchised distributor in whose area the Simplot 
plant is located. The allocation of the credit would be 
to the extent that the distributor had not utilized the 
full capacity of its annual contracted amount from 
TCPL. The balance of the credit would be allocated to 
the remaining system users. 


ICG also asked the Board to order a reduction of 
282 103m3/day in the CD contract between ICG and 
TCPL for the balance of the T-Service contract to 
avoid the double demand charges it claimed that 
TCPL is recovering. 


Should the Board not order a_ reduction of 
282 103m3/day in the CD contract between ICG and 
TCPL, ICG requested that the Board order that the 
future demand revenues from the Simplot/TCPL T- 


Service contract continue to be recorded in the T- 
Service deferral account with the accumulated 
deferred amount to be refunded annually to ICG. 


The intervenors who supported the ICG proposal 
maintained that through the above credit allocation 
technique the demand revenues would be annually 
deferred and refunded to the distributor and would 
Nave the desired effect of. a lowering by 
282 103m3/day of the CD entitlement between ICG 
and TCPL, in the event the Board found that it could 
not legally order such a reduction in the existing CD 
contract. In their view, such treatment would respond 
to the needs of the consumer and thus meet market- 
sensitive pricing policy objectives. 


The key issue in TCPL’s opinion is the incremental 
nature of the T-Service contract between itself and 
Simplot. TCPL maintained that at the time it signed 
the Simplot T-Service contract, TCPL was not request- 
ed to reduce its contract demand with Plains-Western 
nor did Simplot and Plains-Western reduce their con- 
tracted volumes. TCPL signed this T-Service contract 
with Simplot on the understanding that this volume of 
gas was incremental to the existing contracted supply 
with Plains-Western. It was TCPL’s belief that there 
would be no negative effects on TCPL’s contractual 
arrangements with others except for the possible loss 
of some interruptible sales. 


Evidence at the hearing indicated that Plains-Western 
used their full contract capacity on some days of the 
past winter and Simplot is operating at 100 percent 
load factor under their own T-Service. Since such 
capacity must be made available when required by its 
customers, TCPL maintained that there can be no 
double demand charge. The fact that Plains-Western 
is not always operating at 100 percent load factor 
does not imply toll treatment different than any other 
firm service customer who does not use the service 
contracted for. 


Further, according to TCPL, the signed agreements 
between Simplot and Plains-Western demonstrate ac- 
ceptance by those parties of the contractual arrange- 
ments made with TCPL. The fact these signed agree- 
ments were signed subsequent to the issuance of 
tolls does not provide justification for either refunding 
all of the demand charges to Plains-Western or al- 
locating such revenue all for the benefit of one cus- 
tomer. The approved toll permitted TCPL to collect the 
authorized demand charges in the Manitoba rate zone 
applicable to the customers in that zone. 


It has been alleged that TCPL is recovering a double 
demand charge in respect to the ICG and Simplot situ- 
ation. In the Board’s view, a double demand charge is 
not being recovered if TCPL has firm CD contracts 


with its customers and has the capacity to meet those 
obligations. If customers have entered into firm con- 
tracts with TCPL for firm service but then conclude 
that they have committed themselves to more capaci- 
ty than they require, that is a matter parties should 
resolve between themselves. 


Since the cost of service is allocated on the basis of 
firm contracts TCPL recovers its fixed costs on the 
basis of all its valid firm contracts. Therefore TCPL 
Cannot recover its fixed costs, that is, the demand 
charge, twice. 


Having reviewed all of the evidence, the Board has 
decided not to grant |CG’s request. 


The CD and T-Service demand revenue deferral ac- 
count was established to deal with firm contracts 
which are finalized after the Board has made its allo- 
cation of cost of service for the test year. Had those 
contracts been in place prior to the Board’s decision 
then all customers would have benefited from the 
higher level of firm sales. 


The Board therefore orders that the accumulated 
deferred balance in the CD and T-Service demand 
revenue deferral account be credited to all users of 
the TCPL system. 


4.4 Transmission by Others 


TCPL projected its cost of transmission by others for 
the test year to be $197,197,253. The Board’s adjust- 
ments are summarized in Table 4-2 and explained 
more fully in the sections following. 


4.4.1 Great Lakes Fuel Cost Adjustment 


Under the pricing regime established pursuant to Part 
Ill of the EAA, fuel used in the transmission of Canad- 
ian gas through the Great Lakes system is purchased 
by TCPL at the Alberta Border Price (ABP) as defined 
in the EAA Natural Gas Prices Regulations, 1981. Be- 
cause such fuel is sold to Great Lakes at the export 
price, TCPL receives revenues in excess of the costs 
allocated to such fuel, amounting to the excess of the 
export price over the sum of the ABP plus transmis- 
sion costs on its system from the Alberta border to the 
export point. To offset these excess revenues, an 
equal amount, referred to as the Great Lakes Fuel 
Cost Adjustment, is deducted from transmission by 
others in the cost of service. 


For purposes of calculating the Great Lakes Fuel Cost 
Adjustment, an estimate of the fuel used for the test 
year in the transmission of Canadian gas through the 
Great Lakes system is made by using a fuel ratio 
which is based on historical data from Great Lakes 
purchased gas adjustment filings to the FERC and 


Table 4-2 


Cost of Transmission by Others 


Application NEB Authorized 
Application as revised Adjustments by NEB 

Great Lakes: 

- Basic Charges $103,946,858 $ 92,021,435 _ $92,021,435 

- Exchange 34,302,463 30,367,074 — 30,367,074 

- Fuel Adjustment (42,278,791) (25, 060,218) $693,558 (24,366,660) 
Union Gas Limited 5,739,451 5,606,384 _ 5,606,384 
Steelman Gas Limited 272,000 270,500 13,788 284,288 
TQM Tolls 86,832,000 86,832,000 (240,000) 86,592,000 
Sub Total $188,813,981 $190,037,175 $467,346 $190,504,521 
Deferral Adjustments: 
Great Lakes 

- Basic Charge $4,072,361 $3,314,088 $11,959,523 $15,273,611 

-Exchange 4,246,505 3,852,184 15,408,736 19,260,920 

-Fuel Adjustment (1,410,780) (1,645,909) (6,583,636) (8,229,545) 
Union 

-Rates (8,809) (30,500) (122,000) (152,500) 
TQM 

-Tolls 1,670,215 1,670,215 6,680,860 8,351,075 
Total $197,383,473 $197,197,253 27,810,829 $225,008,082 

consideration of all T-4 transportation volumes on Having reviewed the evidence, the Board has 


Great Lakes. This fuel ratio is then multiplied by Great 
Lakes total purchases to determine the volume of fuel 
used in the transmission of Canadian gas through 
Great Lakes. 


This procedure for estimating the fuel was examined 
at the Methodology Hearing held under Board Order 
No. RH-2-84. 


It its Directions on Procedure RH-2-85, the Board in- 
dicated that it intended to consider at this proceeding 
the appropriate method of estimating the Great Lakes 
Fuel volume for the purpose of calculating the Great 
Lakes Fuel Cost Adjustment. 


The Board questioned TCPL on whether the estimate 
for the test period could not be based upon a project- 
ed fuel ratio for the test period and limited to TCPL’s 
T-4 volumes alone. 


TCPL maintained that the fuel ratio should continue to 
be determined on the basis of a past period. TCPL 
stated that at any given time there will be a discrepan- 
cy between the actual fuel volumes consumed by 
Great Lakes in moving Canadian gas and the fuel cal- 
culated using the fuel ratio. TCPL maintained that 
since the fuel ratio changes every six months over 
time, the two will take care of each other. 


TCPL did submit that the historical methodology 
could be modified to restrict it to only TCPL’s T-4 
volumes but indicated that such a modification would 
result in an increase of $10,511,940 in the test year 
cost of service. 
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concluded that a change in the established method of 
estimating the fuel used on Great Lakes to transport 
Canadian gas is not warranted at this time. 


In the Board’s view, the present method has been well 
tested over time and the Board does not believe that a 
change would necessarily result in a better estimate 
of Great Lakes fuel. In any event, the estimate made 
using the historical method is protected by deferral 
accounts so that neither TCPL nor its customers will 
suffer as a result of an inaccurate forecast. 


The Board is satisfied that the present method is ap- 
propriate and therefore has not changed the estimate 
of Great Lakes fuel for the test year. 


The Board has made an adjustment of $692,705 to ac- 
count for the new transmission costs on TCPL’s 
system from the Alberta border to the export point at 
Emerson, Manitoba. 


4.4.2 Flow-Split Equation 


TCPL transports gas to eastern Canada by using both 
its own pipeline in Northern Ontario and the Great 
Lakes pipeline system in the United States. In the 
past, the flows on these two alternative routes were 
determined by minimizing the combined fuel use on 
the two systems in the belief that that method would 
yield the lowest overall cost of service. 


However, as a result of underutilization by other Great 
Lakes shippers in 1984, the minimum fuel operating 
mode resulted in deferred overrun charges, which in- 


creased the TCPL cost of service under some condi- 
tions (see Section 4.3.1) beyond that which would 
have been incurred if there had been greater use of 
the Northern Ontario line. TCPL has therefore devel- 
oped a flow-split equation which incorporates all of 
the relevant engineering and rate design factors to 
achieve a minimum cost of service on the combined 
systems. 


No intervenors presented any evidence to challenge 
the use of the proposed flow-split methodology in the 
operation of the combined TCPL and Great Lakes 
pipeline systems in the test year. At the present time, 
the Board has no reason to question the use of the 
flow-split procedure. However, the Board will expect 
TCPL.to closely monitor the throughputs, fuel con- 
sumption and overall costs on the two systems and 
report to the Board on the effectiveness of the flow- 
split procedure at the next toll hearing. 


4.4.3 Steelman Gas 


The Board’s adjustment of $13,768 to the Applicant's 
calculation of the test-year transportation costs for 
gas purchased from Steelman Gas is necessary to re- 
flect the transportation costs on the Applicant's 
system which have been approved by the Board. 


4.4.4 Deferral Adjustment 


The Board’s adjustment of $27,343,483 to the 
deferred costs associated with Transmission by 
Others reflects the Board’s decision with respect to 
Great Lakes overrun charges as set out in Section 
4.3.1. and the Board’s decision to amortize the 
deferred costs over 1 year instead of 5 years as set 
out in Section 4.2. 


4.4.5 TQMTolIs 


TCPL included an amount of $86,832,000 in Trans- 
mission by Others as the forecast of the amount to be 
paid to Trans Québec & Maritimes Pipeline Inc. 
(TQM) during the test year. This forecast was based 
on TQM’s application to the Board dated 22 February 
1985. 

By Order No. TG-1-85 the Board approved a monthly 
toll of $7.216 million to be charged to TCPL by TQM. 


Accordingly, the Board has reduced the forecast of 
TQM tolls for the test year to $86,592,000, a reduction 
of $240,000. 


4.5 Operation and Maintenance 


Adjustments made by the Board to operating and 
maintenance expense have resulted in a net decrease 
of $46,817,189 as shown in Table 4-3. 
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Table 4-3 
Total Operation and Maintenance Adjustment 
Application NEB Authorized 
as Revised Adjustments by NEB 
Lost and Unaccounted 
for Gas $ O $(14,320,928)  $(14,320,928) 
Compressor Fuel 166,767,138 (26,865,138) 139,902,000 
Sales Tax on Compressor 
Fuel 4,312,900 (719,601) 3,593,299 
Electric Fuel 1,283,800 (483,800) 800,000 
Salaries and Employee 
Benefits 65,099,697 (3,265,252) 61,834,445 
Other Transmission, 
Departmental and 
General Expenses 82,085,739 (136,962) 81,948,777 
Effect on Test-Year 
O & Mof TCPL’s 5-year 
Amortization Proposal 
of Balances of 
Other Deferred Items 105,007 (105,007) = 
Effect on Test-Year O & M of NEB Decision to 
Amortize Deferred Balances Over One Year of 
Other Deferred Items relating to: 
GICQ — (3,095,330) (3,095,330) 
Peaking Service _ (641,248) (641,248) 
Simplot _ (977,162) (977,162) 
Compressor Fuel = 2,829,414 2,829,414 
Deferred COSC - (1,359,290) (1,359,290) 
Amortization of Loss on 
Retirement of Niagara Line _ 2,329; VO PCV ils 


TOTAL $319,654,281 $(46,817,189) $272,837,092 


4.5.1 Deferral Account for Lost and Unaccounted 


for Gas 


TCPL again requested approval of a deferral account 
to record variances between actual quantities of lost 
and unaccounted for gas, and those quantities reflect- 
ed in the tolls. 


The Board was not convinced by the evidence provid- 
ed by the Applicant as to the appropriateness of such 
a deferral account. Accordingly, the Board denies 
TCPL’s request for a deferral account for lost and 
unaccounted for gas. 


4.5.2 Allowance for Lost and Unaccounted for 
Gas 


TCPL applied for an allowance of zero percent of the 
forecast input to the pipeline system to estimate lost 
and unaccounted for gas. 


The Board still considers it to be appropriate that the 
allowance for lost and unaccounted for gas should re- 
flect the Applicant’s historical experience. The Board 
has decided to include a credit to cost of service 
which reflects a three-year average gain of 0.32 per- 
cent, on a forecasted system input volume of 42.8 
(109) m3. In the Board's view the use of a three-year 


average will result in an allowance which Is more re- 
flective of recent experience. 
Table 4-4 


Calculation of Allowance for 
Lost and Unaccounted for Gas 


108m? GJ Amount 
Submitted by Applicant 0) _— — 
Adjustment (136.96) (5,118,200) $(14,320,928) 


4.5.3 Cost of Compressor Fuel 


TCPL has forecast a compressor fuel requirement 
totalling approximately 59.6 Petajoules (PJ) for the 
test year, representing an increase of 28 percent over 
the level approved by the Board for the 1984-85 test 
year. This amount represents a cost of $166,767,138 
excluding taxes. 


Based on recent actual experience of system through- 
put and fuel consumption, and information provided 
by the Applicant for system throughput for the test 
year, the Board has decided to reduce the forecast of 
fuel consumption to a level of 50.0 PJ. This represents 
a reduction of $26,865,138 in TCPL’s test-year cost of 
service, excluding taxes. In addition, the Board has 
also decided to reduce TCPL’s forecast of electric 
compressor fuel from $1,283,800 to $800,000. The 
adjustments shown in Table 4-5 reflect the fuel 
volume reduction and the decrease in provincial sales 
taxes for Saskatchewan and Manitoba. 


Table 4-5 


Adjustments to the Cost of Compressor Fuel 


TCPL Compressor Fuel Reduction $(26,865,138) 
Saskatchewan Sales Tax (439,164) 
(5% of Saskatchewan Fuel Reduction of 84 10°m3) 

Manitoba Sales Tax (280,437) 
(6% of Manitoba Fuel Reduction of 44.7 108m) 

Electric Fuel Reduction (483,800) 


Total Adjustment $(28,068,539) 


4.5.4 Compressor Fuel Deferral Account 


The Applicant requested approval, on a final and con- 
tinuing basis, of the compressor fuel deferral account 
established on an interim basis by Board Order No. 
TG-6-84. 


The key issue raised by TCPL concerning the conti- 
nuance of this account centred on its ability to fore- 
cast sales and transportation volumes. 


TCPL maintained that irrespective of the good operat- 
ing condition of its compressors, an uncertainty 
always exists with a test year sales forecast, since fac- 
tors such as inter-fuel and gas to gas competition, 
weather, pricing and the market affect the level of 
uncertainty. 


22 


However, most intervenors, although not in favor of 
the Board establishing a compressor fuel deferral ac- 
count on a final and continuing basis were, for various 
reasons, in agreement with its continuance on an in- 
terim basis. One intervenor expressed concern about 
TCPL’s position of establishing the compressor fuel 
deferral account on a final and continuing basis, par- 
ticularly with the use of the flow-split equation still in 
development. 


The prospect of the introduction of market-responsive 
pricing in the domestic market in Canada as an- 
nounced in the Western Accord, has introduced in- 
creased uncertainty both in respect of pricing and in 
the volumes forecast to be sold in the test year. Be- 
cause of the increased uncertainty in the forecast test 
year volumes, TCPL is of the opinion that even more 
uncertainty has been introduced in the amount of test- 
year fuel that will be required. 


The Board is also of the view that the possible advent 
of market-responsive pricing to include the domestic 
market has added an important element of uncertainty 
to TCPL’s ability to accurately forecast test-year 
throughput and the associated compressor fuel. 


The Board believes, in these circumstances, that the 
continuation of an interim compressor fuel deferral ac- 
count, effective 1 August 1985, is appropriate for this 
test period. The appropriateness of the continuation of 
this deferral account will be required to be addressed 
by TCPL at its next toll hearing. 


4.5.5 Disposition of the Balance in the 
Compressor Fuel Deferral Account 


In respect of the compressor fuel deferral account, 
the Board has decided that the balance in the account 
(net of the amount of fuel deferred on account of 
deliveries associated with the Annual Contract 
Quantity (ACQ) make-up volumes) at 31 July 1985 of 
$2,829,414 is to be amortized as a debit to cost of ser- 
vice in twelve equal monthly amounts commencing 
Augustit985: 


4.5.6 Salaries and Employee Benefits 


4.5.6.1 Test Year Escalation Factors 


TCPL’s estimate of test-year salaries provides for a 
general increase including merit of 4.7 percent for 
1985 and 6 percent for 1986. In adopting these esti- 
mates, the Company relied on the recommendations 
of an expert witness, which were largely based on two 
surveys comparing the competitive position of TCPL 
employees’ salaries with those of a broad range of in- 
dustrials and utilities. The Company indicated that the 
4.7 percent escalation factor for 1985 was supported 
by salary and wage settlements in competing indus- 


tries, ranging from 3.5 to 5 percent. In addition, a wit- 
ness for TCPL stated that the 1986 escalation factor 
incorporated a provision of 4 percent for inflation and 
2 percent for merit increases. 


The Board notes that recent salary and wage settle- 
ments generally ranged from 2 to 5 percent for 1985 
and 1 to 5 percent for 1986. The average wage settle- 
ment as reported by Statistics Canada, including cost 
of living adjustments, fell to 3.2 percent in the first 
quarter of 1985, down from 4.4 percent in the final 
quarter of 1984. In addition, economic forecasters are 
predicting salary and wage increases ranging from 
3.4 to 4.6 percent for 1985 and 4 to 4.7 percent for 
1986. Taking into consideration recent settlements 
and continuing general economic restraint, the Board 
believes that increases of 4 percent for 1985 and 
4 percent for 1986, including merit adjustments, are 
reasonable. As a result of these adjustments, the test- 
year allowance for salaries in the cost of service has 
been reduced by $1,445,328. 


In considering the survey information supplied by 
TCPL in support of its proposed levels of employee 
compensation, the Board observed that the material 
covered only lower to middle-level employees, with 
$55,000 per annum being the highest salary docu- 
mented. The Board is of the view that supporting infor- 
mation for all levels of employees is relevant in its 
consideration of the matter. Accordingly, the Board 
directs TCPL to include support information for upper- 
middle and senior executive compensation in future 
submissions. 


4.5.6.2. Number of Employees 


TCPL determines its staff requirements by requesting 
from its various department managers estimates of 
the staff needed to perform all the Company’s func- 
tions during the test year in an efficient manner. 


TCPL had an average of 1,577 permanent employees 
and 57 vacancies during the base year. From the 
base year to the test year, TCPL projects a reduction 
of 24 positions in the permanent staff complement. 
However, TCPL forecasts a much larger decrease of 
some 81 regular employees for the test year ended 
31 July 1986, in comparison with the test year ended 
31 July 1985. The Company indicated that these dele- 
tions are a result of a critical review by TCPL of staff- 
ing requirements and more effective use of manpower 
through increased system efficiency. On the basis of 
this evidence, the Board accepts for inclusion in the 
test-year cost of service, the permanent staff level ap- 
plied for by TCPL, recognizing that part of the cost of 
staff is allocated to non-utility operations. 
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For the 1985-86 test year, TCPL requested 10 addi- 
tional temporary employees resulting in a temporary 
staff complement of 157 persons. The extra employ- 
ees were requested to accommodate departments’ 
requirements during scheduled vacation periods, on 
special projects, and during periods of peak wor- 
kloads. The Company indicated that the additional 
temporary staff is required as a result of the reduction 
in the average number of regular employees. 


The Board notes that TCPL has significantly over- 
estimated its temporary staff requirements in recent 
years, and is not convinced of the necessity of a provi- 
sion for 157 temporary positions in the test-year cost 
of service. Based on the Company’s recent experi- 
ence, the Board finds a provision for temporary em- 
ployees equal to 70 percent of the applied-for amount 
to be reasonable. Accordingly, the Board denies 
TCPL’s request for additional temporary employees 
and further reduces the number of temporary staff by 
37, and approves a temporary staff complement of 
110 for the test year. As a result of these adjustments, 
the test-year allowance for temporary employees 
salaries in the cost of service has been reduced by 
SOA TAZ 


4.5.6.3. Employee Benefits 


With respect to employee benefits during the test 
year, the Applicant provided for increases because of 
changes in statutory and plan costs, new participants 
and increases in salaries. Having regard to this evi- 
dence, the Board accepts TCPL’s estimated test-year 
cost of employee benefits, as modified to reflect the 
above-noted reductions in the test-year allowance for 
salaries. 

As a result of the above reductions, the test-year al- 
lowance for employee benefits has been reduced by 
$578,212. 


4.5.7. Transmission, Departmental and General 
Expenses 


TCPL estimated test-year transmission, departmental 
and general expenses by applying forecasts from 
suppliers wherever possible to actuals recorded for 
the base year. Where such forecasts were unavailable, 
the Company used the 15 January 1985 “Blue Chip 
Economic Worldscan” forecasts for Consumer Price 
Index (CPI) growth of 4.5 percent for 1985 and 
5.1 percent for 1986 to estimate increases in these 
expenses. 


The Board notes the continued low rate of inflation, as 
evidenced by the 4 percent annual growth rate for the 
CPI in the second quarter of 1985 over the second 
quarter of 1984. In addition, the Board notes that the 
consensus forecast on which TCPL based its esti- 


mates is no longer current. More recent projections of 
major forecasting institutions call for smaller in- 
creases in the CPI for 1985 and 1986. 


Taking into consideration all of these factors, the 
Board concludes that escalation rates of 4 percent for 
1985 and 4.3 percent for 1986 represent reasonable 
inflation adjustments for these expenses. Accordingly, 
the test-year cost of service allowance is reduced by 
$136,962 to reflect this revision. 


During the hearing, TCPL indicated that it would 
examine the methodology of allocating the directors’ 
fees and expenses. 


In its written argument, TCPL proposed a method of al- 
locating directors’ fees and expenses based upon the 
time spent by the Company's corporate administration 
on regulated versus non-regulated activities. As a 
result of this allocation method, TCPL proposed to 
reduce the total directors’ fees and expenses by 
$207,948 or 53 percent. 


The Board accepts the proposed allocation method 
by TCPL as being reasonable. 

4.6 
4.6.1 


Income Taxes 
Corporate Surtax 


In its final revision, TCPL reflected as a component of 
its overall tax rate the five percent temporary corpo- 
rate surtax proposed by the federal government in its 
23 May 1985 budget. The surtax is based on federal 
income tax payable by large corporations and initially 
covered the 12-month period 1 July 1985 to 30 June 
1986. Since TCPL’s test year covers the period 1 
August 1985 to 31 July 1986, the Company reflected 
only 11/12th of the corporate surtax in its overall 
income tax rate. However, on 27 June 1985, the Minis- 
ter of Finance announced that the temporary surtax 
would be extended to 31 December 1986. 


The Board has no reason to believe that the surtax 
proposal, as amended, will not become law and as 
such considers it legally binding on the Company. 
Consequently, the Board has decided to reflect the 
corporate surtax as a component of the overall 
income tax rate for the entire test year. 


4.6.2 Corporate Surtax Deferral Account 


In its written argument, TCPL requested a corporate 
surtax deferral account. The surtax, as initially pro- 
posed by the federal government, was to apply to the 
12-month period 1 July 1985 to 30 June 1986. Since 
TCPL’s test year covers the 12-month period ending 
31 July 1986, the Applicant felt that if the duration of 
the surtax was subsequently extended beyond 
30 June 1986 it would not recover its full cost of ser- 


24 


This would result because TCPL incorporated the 
surtax in its overall corporate tax rate for only 11/12th 
of the test year. 


The Board has noted that on 27 June 1985, the Minis- 
ter of Finance announced that the temporary surtax 
would be extended to 31 December 1986. Given this 
extension and the Board’s decision as outlined in Sec- 
tion 4.6.1, the Board denies TCPL’s request for a 
corporate surtax deferral account. 


4.6.3 Income Tax Rate 


TCPL used an overall tax rate of 52.62 percent in 
computing its utility flow-through income tax provi- 
sion. This rate is comprised of a federal corporate tax 
rate of 36 percent, a composite provincial tax rate of 
14.97 percent and a corporate surtax rate of 1.65 per- 
cent. As a result of the Board’s decision in Section 
4.6.1 to reflect the corporate surtax for the entire test 
period in the Company’s utility income tax rate, the 
Board has increased the overall income tax rate to 
52.77 percent. The derivation of this rate is shown 
below. 


Per Authorized 
Final Revison by NEB 
% % 
Federal Corporate Tax Rate 36.00 36.00 
Composite Provincial Tax Rate 14.97 14.97 
Federal Corporate Surtax 1.65 1.80! 
52.62 52.77 


4.6.4 High Impact Welding Costs 


The Applicant reflected $7,433,717 as a current de- 
duction in its flow-through income tax calculation. 
This amount represents costs incurred by the Compa- 
ny for the construction of a 6.2 kilometre loop-line in 
Northern Ontario using high impact welding tech- 
niques. TCPL believes that these costs are in the 
nature of applied research to develop a practical ap- 
plication for the high impact welding process. As 
such, it is the Company’s opinion that these costs can 
be deducted currently for income tax purposes as re- 
search and development expenses. On 30 July 1984, 
TCPL requested an advance ruling from Revenue 
Canada as to whether these costs qualify for current 
deduction as scientific research expenses. At the 
completion of the hearing, TCPL had not as yet re- 
ceived a decision from Revenue Canada. 


1 Federal Part | Tax Rate x 5% = 36% x 5% 
= 126% 


The Board has no evidence before it to believe that 
the proposal will be rejected by Revenue Canada and, 
as such, authorizes TCPL to reflect $7,433,717 as a 
current deduction in its flow-through income tax 
calculation. © 


4.6.5 Deferral Account Respecting Possible 
Reassessments of High Impact Welding 
Costs 


TCPL requested a separate deferral account to cover 
any potential income tax reassessment resulting from 
its proposed treatment of high impact welding costs. 


In its August 1980 Reasons for Decision, the Board al- 
lowed TCPL to record in a deferral account payments 
made as a result of income tax reassessments cover- 
ing the period 1956 to 1977. In its July 1984 Reasons 
for Decision, the Board extended the use of this defer- 
ral account to payments made with respect to 1978 
and 1979 income tax reassessments. 


The Applicant stated during cross-examination that it 
had no objection to using the existing income tax 
reassessment deferral account for possible reassess- 
ments relating to its treatment of high impact welding 
costs. No intervenor objected to the proposal. Conse- 
quently, the Board has decided to extend the existing 
income tax reassessment deferral account to include 
any reassessments related to the treatment of high 
impact welding costs. 


4.6.6 Excess of Allowable Capital Losses Over 
Taxable Capital Gains 


In its final revision, TCPL included $1,544,024 as a de- 
duction in its utility income tax calculation. This 
amount represents the excess of allowable capital 
losses over taxable capital gains forecast by TCPL for 
the test period. Under the Income Tax Act, the excess 
of allowable capital losses over taxable gains for a 
taxation year should be carried back three years and 
forward indefinitely to reduce taxable capital gains, if 
any, in those other taxation years. However, the Board 
is of the view that, for toll-making purposes, the treat- 
ment of capital losses should not result in retroactive 
adjustments in tolls. Further, the Board notes that 
TCPL wishes to grant the benefit of this deduction to 
its tollpayers in the test period. For these reasons, the 
Board has decided to allow TCPL to reflect this 
amount of $1,544,024 as a deduction in its test-year 
income tax calculation. 


4.6.7 Flow-Through Tax Calculation 


The Board has computed $138,309,627 as the 
amount of income taxes to be included in the Appli- 
cant’s tolls. The computation is shown in Table 4-6. 
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Table 4-6 


Flow-Through Tax Calculation 
UTILITY INCOME AFTER TAX $147,867,838 | 


Adjustments to Utility Income After Tax 


Add Depreciation 92,543,588 - 
Non-Allowed Amortization of 
Debt Discount & Expense 3,318,000 3 
Amortization of North Bay Shortcut 15,194,427 
Amortization of Niagara Line 
Abandonment Loss ZOZonlaho a 
Sub Total $261,246,968 

Deduct Allowable Capital Losses 1,544,024 
Capital Cost Allowance 119,944,000 
Overhead Capitalized ahetl Wer oir 
Eligible Capital Expenditures 65,000 
Inventory Allowance 1,192,000 
Interest AFUDC 1,079,874 
Equity Issue Costs 3,600,000 
High Impact Welding Expense W433 1h 


UTILITY INCOME AFTER TAX,AS ADJUSTED $125,272,156 


UTILITY INCOME TAX ALLOWANCE 
SPATE 


ee eee 139,966,370 
75977 KISH: 272156 S 
Less: Ontario Reduction 110,000 
Investment Tax Credits: 
High Impact Welding 1,486,743 
Research & Development 60,000 


UTILITY INCOME TAX ALLOWANCE, AS 


ADJUSTED $138,309,627 


1 Equals the allowed rate base multiplied by the sum of the al- 
lowed weighted average costs of preferred and common 
equity capital, i.e. $2,562,700,826 x (.0142 + .0435). (See 
Tables 2-1 and 3-2 ). 


2 Revised to reflect Board adjustments attributable to rate 
base (See Table 2-2). 


3 Revised to reflect adjustments made in the Final Revision 
(Exhibit B-196) but not incorporated in the income tax 
calculation. 


4 Reflects Board decision in Section 2.2.2. 


5 Revised to reflect Board decisions in Sections 2.2 and 3.6. 
Table 4-6 - 


4.7 Miscellaneous Deferred Items 


As a result of the Board’s decision to amortize the 
deferral account balances over one year as set out in 
Section 4.2, an adjustment of $20,839,578 is required 
to this item to reflect this decision. The calculation of 
the adjustment to this item is shown in Table 4-7. 


Table 4-7 


Calculation of NEB Adjustment to 
Miscellaneous Deferred Items 


Balance at Beginning of Test Year $26,049,473 
Authorized Balance Outstanding as at 

31 July 1986 Reflecting NEB Decision 

to Amortize Balance Over One Year 6) 
Authorized Test Year Balance to be Amortized $26,049,473 
Test Year Balance Amortized per TCPL 5,209,895 
NEB Adjustment $20,839,578 


4.8 Other Operating Income 


The Board’s adjustment of $(10,560) to the Appli- 
cant's calculation of other operating income for the 
test year was necessary to reflect the revenue from 
the sale of delivery pressure arising from the newly- 
approved Manitoba tolls, which are used in the calcu- 
lation of that revenue. 


4.9 Miscellaneous Revenue 


The Applicant credited its transportation cost of ser- 
vice with miscellaneous revenue amounting to 
$9,100,206. This amount included revenue from the 
sale of PS and TWS. 


The Board has made an adjustment to miscellaneous 
revenue of $(82,765) to reflect the revenue from the 
sale of PS and temporary TWS based on the approved 
tolls. 


4.10 


By Board Order No. TGI-4-85, as amended by AO-1 
-TGI-4-85, the tolls approved under Board Order No. 
AO-1-TG-5-84 became interim effective 1 August 
1985. The Board’s decisions in this case will result in 
new tolls effective 1 November 1985 based on a test 
year beginning 1 August 1985. The Board recognizes 
that the revenue received by TCPL under the interim 
tolls will be less than the revenue TCPL would have re- 
ceived if new tolls reflecting the Board’s decisions 
had come into effect on 1 August 1985. 


Interim Revenue Deficiency 


The Board believes that the reason for the delay in the 
implementation of new tolls is due solely to the 
number and complexity of issues which were exam- 
ined in this proceeding. Accordingly, the Board has 
decided that TCPL should be permitted to recover the 
revenue shortfall, together with carrying charges, aris- 
ing from the interim tolls being charged in the months 
of August, September and October. 


The Board has estimated the revenue deficiency for 
these three months to be $19,793,457. The Board be- 
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lieves this amount should be amortized in the test 
year and accordingly has included this amount in the 
test-year cost of service and has added one half the 
amount to rate base for carrying charge purposes. 


Further, the Board believes a deferral account is re- 
quired to record the difference between the actual 
revenue shortfall experienced by TCPL in August, 
September and October and the amount of revenue 
shortfall recovered in tolls by TCPL in the nine months 
ending 31 July 1986. . 


4.11 Deferral Accounts 


4.11.1 Great Lakes Demand Charge Deferral Account 
By Order No. AO-1-TGI-1-85, the Board allowed TCPL 
to record in an interim deferral account for each 
month, the demand charges attendant upon the dif- 
ference between the demand volume of 590,000 mcf 
per day reflected in the tolls approved pursuant to 
Board Order No. AO-1-TG-5-84 and the actual level of 
daily demand volume charged to TCPL by Great 
Lakes together with carrying charges on the month- 
end balance in the account for each month calculated 
at 1/1 2th of the annual rate of return on rate base. 


In its application, TCPL projected demand volume of 
658,438 mcf per day for the test year. However, this 
amount in TCPL’s view is subject to change and TCPL 
therefore requested that the Board approve the exist- 
ing interim deferral account on a final and continuing 
basis and reflect the change from 590,000 mcf per 
day to 658,438 mcf per day. 


The Board recognizes that TCPL’s actual level of con- 
tract demand on Great Lakes is subject to agreements 
between Great Lakes and its other shippers in that 
any reduction in the other shippers’ contract demand 
level results in a corresponding increase in TCPL’s 
contract demand. In addition, the need for FERC ap- 
proval of those contractual agreements introduces 
another element of uncertainty into TCPL’s forecast of 
contract demand for the test year. 


In these circumstances, the Board considers it ap- 
propriate to extend the existing deferral account. How- 
ever, the Board believes that TCPL should be required 
to justify annually the necessity for this deferral ac- 
count. Therefore, the Board approves the continued 
use of this deferral account on an interim basis. 


4.11.2 Peaking Service Revenue Deferral Account 
By Order No. TGI-2-85, the Board approved, on an in- 


terim basis, the deferral of the difference between: 


a) the revenues under certain PS contracts not re- 


flected in the current tolls, and 


b) the cost of transporting such gas; 


together with carrying charges on the month-end bal- 
ance in the account calculated at 1/12th of the author- 
ized rate of return on rate base. 


A similar deferral provision was approved for CD and 
T-Services by Order No. TG-6-84 on a continuing 
basis. 


TCPL requested the Board to amend the authorization 
for the deferral of unpredicted CD or T-Service 
revenues issued in Order No. TG-6-84 to include, on a 
continuing basis, PS and TWS contracts not incor- 
porated in the calculation of the tolls in effect. 


The Board agrees that this amendment to the CD and 
T-Service revenue deferral account is necessary 
since it would prevent TCPL from receiving excess 
revenues as a result of PS and TWS contracts which 
were signed after tolls have been set not being includ- 
ed at the time tolls are calculated. 


The Board approves TCPL’s request. 
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4.12 Economy and Efficiency 


TCPL filed a report as part of its Senior Vice President 
and Chief Operating Officer's testimony to show the 
cost efficiency of the TCPL system by reviewing the 
historical development of the Company. 


The Company stated that through the public hearing 
process, the information supplied to the Board and 
the examination of work carried out in the field, it has 
demonstrated its effectiveness in achieving economy 
and efficiency. 


TCPL stated that, with the present system working 
well, another audit such as was suggested by the 
Auditor General would not be productive. 


The Auditor General of Canada, in his report to the 
House of Commons dated 7 December 1984 on the 
Comprehensive Audit of the National Energy Board, 
stated that the Board could make a regulated compa- 
ny’s obligation to economy and efficiency “more real 
by establishing reporting and auditing requirements 
in this area.” 


The Board does not think that efforts made by any 
company toward efficiency should preclude further 
examination along the lines suggested by the Auditor 
General. 
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Chapter 5 
Toll Design and Tariff Matters 


5.1. Toll Design 


5.1.1 Test-Year Throughput Forecast 


TCPL, in its final revision, forecast a throughout of 
34,863 million cubic metres of natural gas in the 
1985-86 test year. The Board has adjusted this fore- 
cast to exclude AO! volumes and include PS and TWS 
volumes, resulting in a forecast of 34,571 million 
Cubic metres of which 25,287 million cubic metres 
are destined for the domestic market. The forecast 
export volume of 9,284 million cubic metres repre- 
sents 75 percent of volumes authorized for export 
under licences in use during the test year. 


The Board is of the opinion that this test-year forecast 
is reasonable. 


5.1.2 ACQ Toll 


The toll for ACQ Service is determined by subtracting 
an ACQ differential from the average toll for CD Ser- 
vice in the Eastern Zone calculated at 100 percent 
load factor. The ACQ differential represents the addi- 
tional costs which TCPL would incur if it provided CD 
Service instead of ACQ Service. The Consumers’ Gas 
Company Ltd. (Consumers’) and Union Gas Limited 
(Union) each proposed changes to the toll design for 
ACQ Service. These proposed changes are discussed 
in the following sections. 


5.1.2.1. Allocation of Trial Revenue Deficiency 


Under the existing ACQ toll design methodology used 
by TCPL, the ACQ toll is set to equal the CD-100 toll in 
the Eastern Zone less the ACQ differential, which rep- 
resents the cost to TCPL of additional services that it 
would require to provide CD Service instead of ACQ 
Service. When trial tolls are calculated initially in the 
toll design process, a trial revenue deficiency in the 
Eastern Zone results since ACQ revenues are less 
than allocated costs. 


TCPL eliminates the revenue deficiency by prorating 
it, in the form of higher commodity tolls, over all sales 
and services in the Eastern Zone, including ACQ 
Service. 
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Union proposed that, as ACQ Service benefits all 
system users, the revenue deficiency should be 
prorated to all users across the system not just those 
in the Eastern Zone. 


TCPL disagreed with Union’s proposal stating that 
one zone should not cross-subsidize another. It sub- 
mitted that the costs as incurred have been appropri- 
ately allocated to zones. To prorate the trial revenue 
deficiency among all zones, in effect, would move 
costs that were properly assignable and allocable to 
the Eastern Zone to other zones. 


Having considered all of the evidence, the Board has 
decided to maintain TCPL’s existing methodology for 
ACQ toll design. The Board believes, however, that 
some refinement to the process of initially allocating 
costs to ACQ Service could significantly reduce or 
even eliminate the trial revenue deficiency. However, 
there is insufficient evidence on the record for the 
Board to determine, at this time, if there is a more ap- 
propriate level of costs that should be allocated to 
ACQ Service. 


5.1.2.2 Design of Toll to Reflect 
Distance to ACQ Delivery Point(s) 


Currently, TCPL designs its ACQ tolls on a zone basis, 
i.e., the distance to the load centre of the zone. 


Union proposed that the ACQ toll be designed on a 
point-to-point basis, i.e., the distance to the point of 
delivery of the ACQ volumes. 


TCPL argued that it would be inappropriate to design 
ACQ tolls on a basis different from other types of ser- 
vice in the same market area. The logical conclusion 
of such treatment would be for all Customers up- 
stream of a load centre to attempt to find a justification 
for point-to-point cost allocation for other delivery 
points, thereby shifting the zone load centre 
downstream. 


The Alberta Petroleum Marketing Commission 
(APMC) and Dome Petroleum Limited (Dome) argued 
that with this proposal Union is essentially seeking to 
resurrect the Southwest Delivery Area proposal from 


the first TCPL tolls case, a concept rejected by the 
Board in its May 1973 Reasons for Decision. 


In the Board’s view, the zoned system of cost alloca- 
tion is a fair and equal approach within like geographi- 
cal and market areas. Approval of Union's proposal 
would in effect create a separate zone for ACQ Ser- 
vice and could encourage all customers who happen 
to be upstream of the load centre to attempt to justify 
cost allocation on a point-to-point basis. Union's 
proposal is therefore denied. 


5.1.2.3 Fixed Allocation Units Based on 50 Percent 
of the Average Daily Winter Volume 


Under the present toll design methodology for ACQ 
Service, fixed costs are allocated to the Service on the 
basis of 90 percent of the average daily winter 
volume. Variable costs are allocated on the basis of 
the annual contract quantity. 


Consumers’ stated that the use of 90 percent of the 
average daily winter volume in the development of 
fixed cost allocation units is unreasonable because it 
implies that a corresponding amount of pipeline 
capacity is dedicated to ACQ Service. Consumers’ 
pointed out that TCPL has the right on any day to cur- 
tail or interrupt deliveries to the ACQ buyer to 50 per- 
cent of his average daily winter volume. 


Consumers’ submitted that TCPL has only incurred 
fixed costs to install the capability required to deliver 
50 percent of the seasonal winter volume. The other 
40 percent of the seasonal winter volume is provided 
through daily capability that has been installed spe- 
cifically to deliver the aggregate firm service contract 
demand, but which becomes available in off-peak 
periods. Consumers’ contended that, at those times, 
TCPL is able to use the otherwise idle capacity to 
deliver the balance of the average daily winter volume 
and, indeed, to deliver up to 135 percent by exercising 
the acceleration right under the ACQ-E Toll Schedule. 


Consumers’ proposed a change so that fixed alloca- 
tion units would be assigned to ACQ Service on the 
basis of 50 percent of the average daily winter 
volume. A toll would then be designed specifically to 
recover these allocated costs. 


TCPL stated that one of the main justifications for al- 
locating costs to ACQ based on the 90 percent of 
average daily winter volume is that TCPL designs its 
facilities for ACQ on a seasonal and annual basis 
rather than on a daily basis. This means that over the 
151 winter day period, at least 90 percent of the sea- 
sonal volume is to be delivered. 


The intervenors’ main criticism of Consumers’ propos- 
al was that there would be a substantial decrease in 
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allocated costs without a corresponding decrease in 
TCPL’s obligation to provide the service. Therefore, 
ACQ Service would not be allocated an appropriate 
level of costs based on the volumes which they are 
contractually obligated to receive over the course of 
the winter season. 


Northern and Central Gas Corporation Limited (North- 
ern and Central) argued that Consumers’ had been 
curtailed to 50 percent or less of average day deliver- 
ies on only 5 or 6 days during the last six years with its 
consent while TCPL made available to Consumers’ 
90 percent or more of average daily volumes on 124 
out of 151 days in the most recent winter season. 


In the Board’s view, the question of the appropriate 
basis to allocate costs to ACQ Service is a matter of 
judgment. Recognizing that TCPL designs its facilities 
for ACQ on a seasonal basis, it does seem appropriate 
to the Board that costs be allocated to ACQ Service 
also on a seasonal basis. Since over the winter 
season Consumers’ is going to receive at least 90 per- 
cent of the winter seasons’ volumes, the Board be- 
lieves that Consumers’ should pay a level of fixed 
costs appropriate for the volumes that it is obligated 
to receive. 


The Board believes that the use of 90 percent of the 
average daily winter volume in the development of 
fixed cost allocation units is more reasonable than the 
use of 50 percent since the nature of the service 
provided by TCPL, in the Board’s judgment, warrants 
a higher allocation of fixed costs than would be the 
case if Consumers’ proposal were accepted. The 
Board therefore denies Consumers’ proposal. 


5.1.2.4 Design of Toll to Recover Allocated Costs 


Consumers’ proposed that the ACQ-E toll should be 
designed specifically to recover the fixed and variable 
costs allocated to ACQ Service. Accordingly, the 
ACQ-E toll should be calculated by dividing the sum 
of the fixed and variable costs allocated to the service 
by the annual contract quantity. This results in a one- 
part commodity toll with an implicit fixed cost compo- 
nent. Consumers’ submitted that the present meth- 
odology does not result in a cost-based toll. 


Northern and Central was the only other intervenor to 
state a position on the issue. It opposed this change in 
methodology since it felt that Consumers’ and Union 
are fairly and adequately compensated through the 
ACQ differential. 


In the Board's view, the basis on which the ACQ dif- 
ferential is determined results in a cost-based ACQ 
toll. The evidence presented was insufficient to justify 
a change from the existing toll methodology. Consum- 
ers’ proposal is therefore denied. 


5.1.2.5 ACQ Differential 


In its calculation of the ACQ toll differential, TCPL 
used the methodology approved by the Board in its 
June 1983 Reasons for Decision to arrive at a differen- 
tial of 6.3 $/103m3. Taking into account the various 
adjustments made to Cost of Service in this Decision, 
the Board finds that a differential of 6.2 $/103m8 is 
appropriate. 


5.1.3 AOI! Tolls 


AOI tolls are presently incremental tolls, that is, they 
recover the incremental costs associated with provid- 
ing the service. 


TCPL proposed that the winter AOI toll be equal to the 
CD toll at the 100 percent load factor level and the 
summer AOI toll be a discounted toll based upon the 
system average variable costs plus 6 cents/GJ of 
fixed costs. This proposal necessitated a projection of 
estimated AOI sales volumes for the test year. 


TCPL advanced two principle reasons for making this 
proposal. It would increase gas sales by virtue of the 
attractive, low summer toll and TCPL would assume 
some risk in the marketing of gas by allocating fixed 
costs to AOI service. 


TCPL forecasted its AO! sales volumes to be 336 mil- 
lion Cubic meters based on historical experience in 
the three most recently completed contract years. 


This forecast did not include any AOI sales to 
Consumers’ and Union. TCPL indicated, however, that 
if either or both of them were to waive irrevocably 
their rights to ACQ make-up, TCPL would be prepared 
to sell them AOI. 


All distributors and interested parties from Quebec 
were in favour of the proposal. They agreed that the at- 
tractive, low summer toll would increase gas sales 
and would contribute to the development of new 
markets. 


Other intervenors supported the proposal in concept 
but had concerns about the AOI forecast and TCPL’s 
potential for earning excess profits due to an unrea- 
sonably low AOI sales forecast. 


A number of other intervenors, however, opposed the 
proposal. The CPA, Consumers’ and Ontario submit- 
ted that the proposal is not cost-based since the incre- 
mental cost of shipping AOI! in the summer is greater 
than the proposed toll. TCPL sought to use the lower 
summer toll as an incentive to distributors to take 
additional volumes but the CPA argued that it is inap- 
propriate to provide incentive through tolls and that 
any incentive should be provided through the price of 
gas in the market place. Further, the CPA submitted 
that it is not appropriate for TCPL to put any funds at 
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risk in the provision of interruptible service because 
they do not build facilities for this service. 


Northern and Central argued that TCPL is seeking a 
reward for what it considers its marketing effort, when 
in all likelihood it may be the marketing efforts of the 
distributors which cause any higher than forecasted 
AOI sales. 


Also, the fixed cost component of revenues collected 
for volumes sold above the forecasted AOI level flows 
directly to TCPL’s profits and, therefore, the distribu- 
tors do not share in the benefit. Not only do they not 
share in the benefit but they will be burdened, through 
the mechanism of the compressor fuel deferral ac- 
count, with a bill in the form of a higher demand 
charge in a subsequent year to recover incremental 
fuel costs associated with any higher sales. 


The Board has decided to deny TCPL’s AOI proposal. 


The Board agrees with those intervenors who criticize 
the proposal for not being cost-based. In the Board’s 
view, any tolls other than incremental would inevitably 
result in cross-subsidization among tollpayers and be- 
tween test periods through the mechanism of the 
compressor fuel deferral account. 


The Board also agrees that TCPL could be rewarded 
through higher than forecasted AO! sales when in fact 
it will be the marketing efforts of the distributors and 
not TCPL which would cause any higher than forecast- 
ed AOI sales. 


Accordingly, the Board does not believe the proposal 
by TCPL would be appropriate. 


5.1.4 Interruptible Transportation (IT) Service 


Tolls 


TCPL offered an |T-Service for the first time in this 
application. 


The service would be available to users who are not 
firm service customers and who therefore are not con- 
tributing under other toll schedules to TCPL’s fixed 
costs. TCPL proposed a toll which would charge the 
full incremental cost of providing this service. 


The tolls TCPL proposed were dependent on the ac- 
ceptance of its AO! proposal. If the AO! proposal was 
to be accepted, the IT tolls would be determined incre- 
mentally at a level above both firm service and AOI 
Service. If the AOI proposal was not to be accepted, 
TCPL proposed that both AOI and IT tolls would be 
determined on an incremental and equal basis above 
firm service. 


A number of intervenors took exception to the IT toll 
being proposed. Northridge Petroleum Marketing Inc. 
(Northridge) and Brenda Mines Ltd. submitted that 


this proposal unjustly discriminates against non-TCPL 
gas suppliers since IT-Service would have a higher 
toll and a lower priority of service than AOI. Northridge 
further submitted that IT tollpayers should pay the 
system average variable cost and make a contribution 
to fixed costs in much the same way as AOI tollpayers 
would under the AOI proposal. The APMC and the In- 
dependent Petroleum Association of Canada support- 
ed Northridge in this regard. 


TCPL argued that the estimate of volumes for IT 
would be much more difficult than for AO! because 
there is no history for such service on which to rely 
and, since TCPL is not privy to the gas sales involved, 
it has less knowledge and less influence to enable it 
to determine likely usage than it has in the case of 
AOI. Therefore, it would be very difficult to make an es- 
timate of IT sales for the purpose of allocating fixed 
costs. 


TCPL also argued that, if 11 customers paid the aver- 
age variable cost, any deferred fuel costs resulting 
from actual IT sales being greater than forecast would 
result in the service being subsidized by the firm ser- 
vice customers since there is no guarantee that the IT 
customers would be on the system in the next year to 
pick up their share of the deferred costs. 


Other intervenors such as Dome, Consumers’, Ontario, 
the Industrial Gas Users Association (IGUA), and Con- 
solidated were of the view that IT and AOI should 
have the same toll while the CPA and Northern and 
Central submitted that IT and AOI! should both have 
incremental tolls but the IT tolls should be higher. 


In the Board’s view, there is no justifiable reason at 
this time for treating the two interruptible services ina 
different manner for toll purposes. 


In addition, as with AOI Service, the Board believes 
that any tolls other than incremental tolls would result 
in cross-subsidization of the service by the firm ser- 
vice customers due to the compressor fuel deferral 
account. 


The Board therefore has decided that the tolls for IT- 
Service should be equal to the incremental tolls for 
AOI service. 


5.1.5 Sulpetro Interruptible Toll 


In an application to the Board dated 28 November 
1984, TCPL requested amendments to the appropri- 
ate schedules of the TransCanada PipeLines Limited 
Export Price Order and the Sulpetro Limited Export 
Price Order which in TCPL’s view were required to re- 
flect the true cost of moving the overrun gas to Niaga- 
ra Falls. 


In a letter dated 25 February 1985, the Board advised 
that in view of the changes to the methodology of cal- 
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culating AOI tolls as proposed in TCPL’s 1985 toll ap- 
plication dated 8 February 1985, this matter should 
be deferred and dealt with as part of the 1985 tolls 
application. 


In this application TCPL has requested amendments 
to the appropriate Schedule of the TransCanada Pipe- 
Lines Limited Export Price Order and the Sulpetro 
Limited Export Price Order to reflect the cost of 
moving the overrun gas during the 1985-86 test year. 


In view of the Board’s decision to have one incremen- 
tal toll for interruptible sales, the Board has deter- 
mined the toll for overrun gas delivered at Niagara 
Falls to be 37.032 $/10%m3 in the winter months and 
34.723 $/103m3 in the summer months. 


The Board will issue amendments to the appropriate 
Schedule of the TransCanada PipeLines Limited 
Export Price Order and the Sulpetro Limited Export 
Price Order which reflect the approved tolls. 


5.1.6. PS and TWS Tolls 


Union proposed that the tolls for PS and TWS should 
be set by reference to their practical alternative which 
in Union’s submission is storage. 


At the Methodology Hearing RH-2-84, TCPL argued 
against this proposal stating that in 1980 the Board 
rejected a proposal by TCPL to set PS and TWS tolls 
with reference to storage. TCPL also stated that the 
tolls have been stable since then, no new PS-related 
facilities have been constructed and since PS and 
TWS are not expensive for TCPL no change should be 
made. 


Union recommended that the Board instruct TCPL to 
adopt its proposed methodology in its next toll case. 


In the Board’s view, there is insufficient evidence 
before it to justify ordering TCPL to adopt Union’s pro- 
posed methodology. The Board does not believe that 
Union adequately demonstrated that the existing tolls 
for PS and TWS are not just and reasonable or that its 
proposed methodology would result in more appropri- 
ate tolls. 


5.1.7 Allocation of Departmental and General 
Expenses 


At present, TCPL classifies departmental and general 
expenses as fixed costs and then uses two ratios or 
formulae to apportion these expenses between the 
metering function and the transmission function. The 
result is that approximately 4 percent of these ex- 
penses are included in the metering function and al- 
located on the basis of fixed volume units, and 96 per- 
cent are included in the transmission function and al- 
located on the basis of fixed volume-distance units. 


Consumers’ did not agree that the correlation between 
the departmental and general expenses and the dis- 
tance of transmission is close enough to warrant the 
use of volume-distance allocation units. It stated that 
the mere act of functionalizing a cost to transmission 
does not automatically make it distance-related. 


Consumers’ proposed that these expenses should all 
be allocated on the basis of fixed volume units, except 
for expenses that are not related to an administrative 
or services function and expenses that pertain to avia- 
tion costs. 


TCPL argued that most of these expenses are 
distance-related since, with a much shorter pipeline, 
these expenses would decrease because of a general 
reduction in the activities of the Company. 


In written argument, the Minister of Mines for the Pro- 
vince of Manitoba submitted that Consumers’ did not 
include the analysis on which its proposal is based. 
Rather, its proposal is followed by a statement of 
belief that such expenses are more related to through- 
put than to distance, so that volume units would be 
more appropriate. 


In the Board’s view, Consumers’ did not present suffi- 
cient evidence to justify a change in methodology 
and, therefore, the Board has decided to maintain the 
present method used by TCPL. 


5.2 Tariff Matters 


5.2.1 


TCPL’s position on this issue of priority of services 
was that AOI together with T-AOI (See Section 
5.2.2.1) and IT are different services and therefore, dif- 
ferent terms and conditions of service are appropriate. 


Priority of 1T-Service 


TCPL stated that while interruptibility is a common 
feature of all three services, AO! and T-AOI are overrun 
services and as such can only be taken by firm service 
users in a delivery area on any day after 100 percent 
of their firm entitlement for such delivery area has 
been taken. There is no similar restriction on the IT 
user, even if that IT user were also a firm service 
customer. 


TCPL’s proposed toll schedules give priority to AOI 
and T-AOI over IT. TCPL argued that the ability to offer 
such interruptible services depends entirely on the 
availability of excess system capability beyond that 
which is required on any day to meet firm require- 
ments. The system's firm service customers (who 
qualify for AO] and T-AOI!) through their firm service 
tolls have paid for that excess capacity and are en- 
titled to first call on it. 
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In the Board’s view, priority would only become a 
problem during the peak winter periods when the 
pipeline is operating at or near capacity. Under these 
circumstances, those customers with long-term firm 
contracts who require additional overrun volumes 
should be given first call on available pipeline capaci- 
ty. Accordingly, the Board approves the priority of ser- 
vice proposed by TCPL. 


5.2.2. New Services 


5.2.2.1 T-AOl 


During the hearing, GMi proposed the implementation 
of T-AOI Service which would allow the purchase of 
gas from producers and the transportation of the gas 
by TCPL for users who have already concluded firm 
and T-Service contracts with TCPL. 


TCPL stated its willingness to provide the service as 
proposed by GMi subject to the following conditions: 


1. T-AOI shall not be used to displace or substitute 
for any existing gas that TCPL has under contract 
to others; 


2. A customer must first utilize 100 per cent of his 
firm CD and T-Service before he is eligible for AOI 
and T-AOIl; 


3. Volumes shall be prorated between T-AOI and 
AOl, based on the proportion of T-Service contract 
demand to the total contract demand within a 
given delivery area; 


4. \f ashipper does not on any day supply sufficient 
volumes at Empress to provide the T-AOI portion 
of total authorized overrun volumes, the deficiency 
would be provided by TCPL as AOI, and not as 
curtailment of the market. 


GMi indicated its acceptance of the conditions gener- 
ally but objected to condition 3. It proposed that the 
volumes should be prorated based on the total 
volumes of the concerned distributor and not on the 
total volumes of the specific delivery area. 


TCPL maintained that its method of prorating ensures 
a fair division of capacity that may be available to 
both services, comparable to the existing prorating 
provision applicable to CD and T-Service. 


The Board agrees with TCPL’s position. In the Board’s 
view, since availability is prorated between CD and T- 
Service on the basis of volumes within a delivery area, 
it would seem to be reasonable that the availability of 
the overrun services associated with the firm services 
be prorated on the same basis. 


The Board therefore directs TCPL to file T-AOI Toll 
Schedules which reflect the conditions outlined 
above. 


T-AOI will have the same toll and the same priority as 
AOI Service. 


5.2.2.2 Short-Term Sales and Transportation Services 


During the hearing, some intervenors questioned 
TCPL on its willingness to provide short-term firm 
sales and transportation services. TCPL stated that it 
was prepared to enter into such contracts and filed 
draft Short-Term T-Service (STT) and Short-Term CD 
(STCD) Service toll schedules as well as amendments 
to the General Terms and Conditions which would be 
needed to recognize implementation of these addi- 
tional services. 


TCPL proposed a minimum term of one year and a 
maximum term of three years for such services. 


TCPL also proposed certain conditions of service 
which it believed were necessary to ensure that such 
services would not cause the construction of facilities 
and to ensure that short-term firm users would absorb 
deferred costs incurred by them in the last year of 
their contracts if no replacement service had been 
contracted. 


In the Board’s view, a term of one to three years for 
such services is reasonable. The Board also agrees 
that provision of short-term services should not result 
in the construction of facilities. However, the Board 
does not agree that the tolls for short-term services 
should be increased in the final contract year to reflect 
certain deferred costs so that such costs would not be 
borne by others. 


The Board agrees with one intervenor who stated that 
any deferred costs remaining outstanding at the end 
of the contract term are balanced by the costs 
deferred from the period prior to the contract term 
which are paid by the short-term user during the term 
of his contract. 


Accordingly, the Board does not believe that such a 
condition should be included in the toll schedules for 
Short-Term T-Service and Short-Term CD Service. 


5.2.2.3 Contract AOI 


Union proposed a contract summer AOI Service simi- 
lar to contract TWS with a contract fee payable in any 
event. In Union’s view, such a service would provide a 
useful marketing tool and would improve the use of 
storage and hence TCPL’s load factor. Union submit- 
ted that the contract fee could subsidize other overrun 
Services. 


TCPL did not object to the proposa 
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The Board believes such a service may have some 
merit and accordingly requires TCPL to review the ser- 
vice proposed by Union and file the necessary toll 
schedules for examination in its next toll case. 


5.2.3 T-Service Toll Schedules 


5.2.3.1 Availability 


TCPL proposed revisions to Section 1.1 of its T Toll 
Schedules to clarify its position on the*availability of T- 
Service. In addition, TCPL proposed that the displace- 
ment proviso in Section 1.1(a) be amended and 
moved to the end of Section 1.1 and the same proviso 
be included in the proposed IT and Short-Term T Toll 
Schedules. The existing and proposed wording 
follows: 


existing: 


“PROVIDED ALWAYS that Shipper’s gas trans- 
ported by TransCanada will not, in whole or in 
part, displace or substitute for volumes of gas 
which Shipper or any purchaser from Shipper has 
contracted to purchase from TransCanada’, 


proposed: 


“PROVIDED ALWAYS that Shipper’s gas trans- 
ported by TransCanada will not, in whole or in 
part, displace or substitute for volumes of gas 
which any party has contracted to purchase from 
TransCanada.” 


TCPL indicated that the wording change would more 
clearly state the intent of the proviso included in previ- 
ous years’ T Toll Schedules. Several intervenors con- 
sidered the inclusion of any displacement proviso as 
discriminatory and proposed it be removed from the 
tariff. In their opinion, the proviso would have an ad- 
verse impact on the ability of certain producers and 
end-users to fully use a market-oriented pricing envi- 
ronment for natural gas. 


The Board notes the concerns of the intervenors with 
respect to the ability of parties to participate in direct 
sales. However, the Board also recognizes that TCPL 
has been the prime long-term supplier, transporter 
and marketer of natural gas in eastern Canada. The 
Company has entered into supply agreements and 
trust deed arrangements to provide the underpinning 
for the construction and operation of the pipeline. 
TCPL’s take-or-pay obligations were incurred during 
a period of anticipated sales growth to serve its mar- 
kets. Distributors entered into long-term CD contracts 
with TCPL to provide protection for their own markets. 
Taking this into account, the Board is of the view that 
a displacement proviso is not unreasonable in the pre- 
sent circumstances. 


Discussions between the federal government, the pro- 
vinces and industry regarding changes to interprovin- 
cial gas marketing policies are currently underway. 
The outcome of these discussions may have an 
impact on the matter of direct sales; however, no con- 
clusions have yet been reached. 


For these reasons, the Board is not prepared to 
remove the displacement proviso at this time. The dis- 
placement proviso will also be included in the tariff 
schedules for IT, Short-Term T-Service and T-AOI 
Service. 


As to TCPL’s proposed wording for the displacement 
proviso, the Board is of the view that it could be inter- 
preted to safeguard volumes of gas which any party 
may have had under contract, at any time in the past, 
to purchase from TCPL. Such an interpretation could, 
in the opinion of the Board, unduly restrict access to 
the transportation system of TCPL. The intent of the 
proviso is to safeguard volumes of gas which are 
under contract at the time the transportation service is 
required by the shipper. For this reason, the Board has 
revised the displacement proviso to be included in 
the above-mentioned tolls, to read as follows: 


“PROVIDED ALWAYS that Shipper’s gas trans- 
ported by TransCanada will not, in whole or in 
part, displace or substitute for volumes of gas 
which any party has under contract to purchase 
from TransCanada.” 


With respect to the other proposed amendments to 
the wording of Section 1.1(a) the Board notes that no 
intervenor objected to TCPL’s proposals. 


The Board believes the proposed amendments to be 
reasonable and approves their incorporation into the 
T Toll Schedule. 


5.2.3.2 Tariff Reference to “Processing” 


TCPL proposed that Section 10 of the T-Service Toll 
Schedules respecting “Processing” be deleted since 
it is no longer applicable. 


No intervenor opposed this change. The Board agrees 
that this change is appropriate and approves the dele- 
tion of Section 10 of the T-Service Toll Schedule. 


5.2.3.3 Tariff References To “Shipper’s Volume” And 
“Transportation Volume” 


TCPL proposed revisions to the T-Service Toll 
-Schedules to correct certain inconsistencies in the 
use of the terms “Shipper’s Volume” and “Transporta- 
tion Volume.” 


No intervenor opposed these revisions. The Board ap- 
proves the proposed changes. 
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5.2.3.4 T-Service Force Majeure 


Subsection 3.2(a) of TCPL’s T-Toll Schedule states in 
part: 


“The said demand charge is payable notwith- 
Standing any failure by shipper during such 
month, for any reason whatsoever, including force 
majeure, to deliver or cause to be delivered any 
portion of the gas to be delivered to TCPL at the 
point of interconnection.” 


IGUA proposed that the phrase “including force 
majeure” in this section be changed to read ‘“exclud- 
ing force majeure.” 


IGUA maintained that the provision in its present form 
is discriminatory against T-Service in favour of CD 
Service since the CD Service tariff does not contain a 
similar provision. 


In last years proceedings, the Board had been 
requested to remove this sentence entirely. At that 
time the Board stated: 


“The Board recognizes that force majeure is a 
common basis for relief from contractual obliga- 
tions. The Board believes, however, it is fairer to 
require that the party owning the gas being trans- 
ported by TCPL be responsible for demand 
Charges in the event of force majeure of that 
supply. In this important regard, the CD and 

T- Service tariffs are consistent.” 


The Board saw no evidence in the current hearing to 
cause it to depart from its view that the party owning 
the gas being transported by TCPL should be re- 
sponsible for demand charges in the event of a force 
majeure of the gas supply. 


The Board believes that IGUA’s proposal would have 
the effect of insulating the T-Service shipper from that 
responsibility. The Board therefore denies the propos- 
al by IGUA. 


5.2.3.5 Provision of Fuel 


Some intervenors questioned the role of TCPL in sup- 
plying fuel gas for operations on its system. They sub- 
mitted that shippers should have the option of provid- 
ing the fuel gas portion of their toll in kind. 


In its June 1983 Reasons for Decision, the Board said 
with respect to this issue: 


“In the Board’s view, the provision of compressor 
fuel required for transmission of natural gas on 
any pipeline system is an activity which is normal- 
ly carried out by the pipeline owner without con- 
straint and with freedom to negotiate fuel supply 
with either shippers or other suppliers. Therefore, 


the Board finds that it is inappropriate to include 
in TCPL’s tariff the option for a T-Service shipper 
to provide its own fuel.” 


Having reviewed the evidence in this proceeding, the 
Board is not convinced of the need to change its previ- 
ous decision at this time. The Board maintains the 
view that the provision of fuel should be a matter of 
negotiation between TCPL and the suppliers. 


5.2.4. AOl Toll Schedules 


5.2.4.1 Availability 


TCPL proposed several changes to Section 1.1 - 
Availability of the AOI! Toll Schedule. The purposes of 
the changes were to clarify that AOI is also available 
to T-Service customers, to remove certain existing re- 
strictions respecting the sale of such gas, to establish 
the daily volume of ACQ to be included in the Total 
Daily Contracted Quantity when determining a 
Buyer's AOI nomination and to ensure that volumes 
which might otherwise be purchased as ACQ make- 
up are not purchased as AOI in the summer. 


The Board considers the proposed changes by TCPL 
to be reasonable. However, in view of the decision to 
maintain incremental tolls for AO! Service, the Board 
does not believe that it is necessary to ensure that 


ACQ make-up volumes are not purchased as AOI in © 


the summer. Accordingly, the Board directs that the 
proposed additional proviso to Section 1.1.(c) be re- 
moved from the AOI Toll Schedule. 


Further, in view of the Board’s decision to approve 
new STCD and STT Services, the Board believes it 
would be appropriate to make AOI available to 
purchasers of those services as well. Accordingly, the 
Board directs TCPL to include references to STCD 
and STT in Section 1.1 of the AOI Toll Schedule. 


5.2.4.2 Applicability and Character of Service 


TCPL proposed to amend Section 2 “Applicability and 
Character of Service” of the AOI Toll Schedule to pro- 
vide that in the event TCPL arranges to deliver gas to 
storage, such deliveries would take priority over AOI 
deliveries. TCPL also proposed that the toll schedule 
for T-AOI Service reflect this priority. 


In the Board’s view, any storage program by TCPL 
would likely involve deliveries of gas into storage 
during the summer months when excess capacity is 
more available. Accordingly, to provide higher priority 
to any storage program of TCPL would not seem to 
impose any undue restriction on TCPL’s ability to 
deliver either AOI or T-AOI which will more likely be 
delivered during the winter months. Therefore, TCPL’s 
proposed amendment to Section 2 is approved. 
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5.2.5 Continuation of Higher than General 
Delivery Pressure Provisions 


Subsequent to the proceedings of the Methodology 
Hearing held pursuant to Board Order No. RH-2-84, 
the Board decided to consider in this toll hearing the 
continuation of the higher than general delivery pres- 
sure provisions of Section IX of TCPL’s General Terms 
and Conditions. 


In accordance with the Applicant’s and intervenors’ 
evidence during the hearing, the Board has decided 
that the continuation of these provisions be main- 
tained. While existing agreements for minimum pres- 
sures in excess of 2800 kPa should be maintained, 
customers that in future require a higher guaranteed 
minimum pressure should pay the necessary addition- 
al costs to TCPL. 


5.2.6 Transfer of Excess Demand 


Union proposed that the CD Toll Schedule be amend- 
ed to permit a CD purchaser to transfer excess con- 
tracted volumes to another CD purchaser within the 
same zone provided such transfer did not require 
TCPL to construct additional facilities. Union stated 
that such a transfer could be for the duration of the CD 
contract in question, or a shorter period, provided that 
in the latter case the demand reverted to the original 
contracting party or to some other qualified transferee 
at the end of the assignment period. 


Union believed that the entire gas market would 
benefit from the resulting increased efficiency without 
cost to any party. 


The Board agrees that such a proposal could have 
beneficial effects on the ability to market gas. The 
Board notes that no party objected to the proposal. Ac- 
cordingly, the Board approves the proposal by Union 
and directs TCPL to file revised toll schedules reflect- 
ing this proposal. 


5.2.7 Availability of PS and TWS 


Union proposed that the Board direct TCPL to discuss 
the issue of PS related transportation service with 
Union and bring forward a proposal at its next toll 
hearing for entering into short-term transportation 
contracts for the purposes of increased availability of 
PS and TWS. 


The Board does not believe it is necessary for it to 
direct parties to enter into discussions. The Board be- 
lieves that parties should always be willing to discuss 
matters that may be mutually beneficial. Accordingly, 
the Board is not prepared to accept Union's proposal. 


5.2.8 Reduced Notice of Curtailment of ACQ 


Union proposed that TCPL amend Section 1.3 of the 
ACQ-E Toll Schedule to reduce the 18-month notice 
period for a reduction in ACQ to the date which is the 
earlier of (1) the latest date which would still permit 
TCPL to incorporate the changes in volume in its rate 
case for that year, and (2) the date, if any, on which 
TCPL advises the ACQ purchasers that it is proposing 
to construct facilities. 


TCPL opposed Union’s proposal on the grounds that 
the 18-month notice period is a standard period for 
operating information, the proposal has the potential 
to become administratively complex, and in all likeli- 
hood the proposal will not result in any reduced notice 
period for the ACQ customers. In addition, TCPL sub- 
mitted that the current existing provision does not 
stop TCPL from being flexible when circumstances 
permit. TCPL stated that the provision can be waived 
on a case-by-case basis. 


The Board does not believe that sufficient evidence 
has been advanced to justify an amendment to the 
ACQ-E Toll Schedule. The Board believes that TCPL 
will display flexibility in this matter when it is appropri- 
ate. Accordingly, Union’s proposal is denied. 


5.2.9 Conversion of ACQ toCD 


Union proposed that a distributor should have the 
right, upon three years’ notice, to convert ACQ to CD. 
Union believed that a three-year notice would allow 
negotiations to take place to determine whether there 
was a way the distributor could continue with ACQ or 
improve it in such a way that the distributor would not 
want to convert to CD. 


TCPL stated that it is willing to consider firm proposals 
to convert ACQ to CD but does not believe such a 
right to convert should be included in TCPL’s tariff. 


The Board agrees with the position stated by TCPL. 
The subject of ACQ conversion should be a matter of 
discussion between the parties and should not be a 
tariff matter. Therefore, the Board denies the proposal 
by Union. 


5.2.10 ACQ Availability 


During the course of the hearing, GMi proposed that 
TCPL amend Section 1.1(b) of the ACQ Toll Schedule 
to provide that ACQ be available to buyers in the Eas- 
tern Delivery Area in addition to the Central and South- 
western Delivery Areas which are already provided for. 


TCPL stated that it was prepared to consider any 
specific proposal that GMi may have that would 
enable it to receive ACQ. However, because GMi has 
not yet brought any specific proposal forward TCPL 
submitted that the matter not receive any considera- 
tion from the Board at this time. 
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The Board does not believe it would be appropriate to 
order such an amendment to the ACQ Toll Schedule 
at this time. The Board believes that the provision of 
ACQ Service in the Eastern Delivery Area should 
more appropriately be fully discussed among the af- 
fected parties and a specific proposal should be 
brought to the Board for its consideration. At that time, 
the Board would consider a proposal to amend the 
ACQ Toll Schedule. The Board, therefore, denies 
GMi’s proposal at this time. 


5.2.11 ACQ Make-Up Surcharge 


In March 1984, the Board approved agreements be- 
tween TCPL and Consumers’ and TCPL and Union in- 
volving the deferral of ACQ volumes otherwise deli- 
verable in the 1982-83 contract year. The agreements 
gave Consumers’ and Union the opportunity to make 
up the deferred ACQ volumes during a recovery 
period extending from 1 August 1984 to 31 October 
1987. By 31 October 1984, only Consumers’ had 
taken any ACQ make-up gas. 


TCPL recorded the costs associated with the ACQ 
make-up gas in various deferral accounts, and the bal- 
ances were brought forward for disposition in this pro- 
ceeding. These deferred balances plus associated 
Carrying charges have been treated as a revenue defi- 
ciency associated with the ACQ make-up gas. TCPL 
proposed to recover this revenue deficiency by 
means of a unit surcharge applicable to the volumes 
of current ACQ Service taken by Consumers’ in either 
the 1985-86 test year or the 1985-86 contract year. 
During the hearing, TCPL filed a proposed unit charge 
of $1.186/103m3 applicable to the 1985-86 contract 
year. 


Consumers’ preferred a surcharge applicable to the 
contract year; TCPL appeared to be indifferent in this 
regard. 


Union believed that there should be some offset to the 
ACQ make-up surcharge to reflect any savings to the 
system arising from the deferral of ACQ. TCPL agreed 
that there may have been savings but stated that they 
could not be quantified. Union agreed that a precise 
quantification was impossible but argued that a rea- 
sonable estimate could be made. 


The Board has decided that the surcharge in respect 
of ACQ make-up gas should be applicable to the 
1985-86 contract year. In addition, in the absence of 
any evidence as to the possible savings that may 
have resulted from the deferral of ACQ the Board 
does not believe it is appropriate to offset the pro- 
posed surcharge to reflect such savings. 


ecco engyy, the Board approves the unit charge of 
$1.186/10 ms applicable to the volumes of current 
ACQ Service taken by Consumers’ in the 1985-86 
contract year. 


5.2.12 Storage Transportation Service (STS) 


Union made two proposals which, in its view, would 
encourage the use of storage services by downstream 
customers and thus reduce their gas costs. 


Union proposed that Quebec distributors receive a 
discount for summer storage deliveries at least equal 
to Union’s transportation commodity charge. 


Union submitted that the distributor is effectively 
paying twice for transportation service as it must pay 
the regular transportation rate to the Eastern Zone 
load centre and, in addition, pay a transportation rate 
to have the gas delivered from Dawn to its market in 
Quebec when the gas is taken out of storage. 
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Union also proposed that it be permitted to nominate 
a portion of its CD demand downstream to Quebec or 
other storage customers so that some STS commodity 
charges could be eliminated for such customers and 
the gas costs thereby reduced. 


GICQ opposed this proposal. It argued that this 
proposal is similar to Union’s point-to-point proposal 
for ACQ Service. 

The Board believes that insufficient, evidence was 


heard, at this time, to justify the changes proposed by 
Union. 


Accordingly, the Board has decided to deny Union’s 
proposals. 
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Chapter 6 
Disposition 


The foregoing together with Orders Nos. TG-2-85 and 
TG-3-85 constitute our Reasons for Decision and our 
Decision on this matter. 


L.M. Thur 
Presiding Member 


R.B. Horner, Q.C. 
Member 


Ottawa, Canada 
September 1985 
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Appendix | 


Order No. TG-2-85 


IN THE MATTER OF the National Energy Board Act 
and the Regulations made thereunder; and 


IN THE MATTER OF an application by TransCanada 
PipeLines Limited (hereinafter called “TransCanada”) 
for certain Orders respecting tolls under Sections 50, 
51 and 53 of the National Energy Board Act, filed with 
the Board under File No. 1562-T1-20. 


BEFORE: 


L.M. Thur 
Presiding Member 


J.R. Jenkins 
Member 


R.B. Horner, Q.C. 
Member 


Thursday, the 19th 
day of September, 1985 


WHEREAS an application dated 8 February 1985, as 
revised, has been made to the Board by TransCanada 
seeking, /nter alia, orders under Sections 50, 51 and 
53 of the National Energy Board Act fixing the just and 
reasonable tolls TransCanada may charge for or in re- 
spect of the transportation of gas sold by Trans- 
Canada, and for the transportation of gas owned by 
others, and disallowing any existing tolls or portions 
thereof that are inconsistent with the just and reasona- 
ble tolls so fixed, effective 1 August 1985; 


AND WHEREAS TransCanada has requested that the 
Board, by Order, approve for accounting and toll- 
making purposes certain related procedures and 
modifications to procedures referred to in paragraphs 
1,3, 5 through 9 and 12 herein; 


AND WHEREAS the Board has heard the evidence 
and submissions of TransCanada and all interested 


parties with respect to the application at a public hear-~ 


ing held pursuant to RH-2-85 which commenced in 
Ottawa on 23 April 1985; 


AND WHEREAS the Board has ordered, by Order No. 
TGI-4-85 as amended by Order No. AO-1-TGI-4-85, 
that, effective 1 August 1985, TransCanada’s tolls as 
established by Order No. TG-5-84 as amended by 
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Order No. AO-1-TG-5-84 and the procedures for ac- 
counting and toll-making purposes set forth in Order 
No. TG-6-84, as amended by Order No. AO-1-TG-6-84 
be continued and followed on an interim basis until 
the Board issues its final decisions on the application; 


AND WHEREAS the Board’s decisions on the applica- 
tion are set out in its Reasons for Decision dated 
September 1985, in Order No. TG-3-85 and in this 
Order; 


IT 1S ORDERED THAT: 


1. TransCanada’s request for an order for accounting 
and toll-making purposes which would allow the 
monthly amortization in tolls over 5 years com- 
mencing 1 August 1985, of the balances in certain 
deferral accounts, together with carrying charges 
on the month-end balance in the accounts cal- 
culated at a rate equal to one-twelfth of the then 
authorized annual rate of return on rate base, is 
denied. This denial refers to the following deferral 
accounts: 


(a) Transmission by Others: 


1. Great Lakes Gas Transmission Company 
2. Union Gas Limited 
3. Trans Québec & Maritimes Pipeline Inc. 


(b) Other 


1. Compressor Fuel - 

2. Excise Tax 

3. Gaz Inter-Cité Quebec Inc. (Revenue) 

4. Simplot Chemical Company Ltd. (Revenue) 
5. Miscellaneous Debt Service Deferrals 


2. TransCanada shall amortize each month for the 
year commencing 1 November 1985, for account- 
ing and toll-making purposes the balances accu- 
mulated as of 1 August, 1985 on the deferral ac- 
counts specified in paragraph 1., together with 
carrying charges on the month-end balances in 
the accounts calculated at a rate equal to one- 
twelfth of the authorized rate of return on rate 
base. 


3. TransCanada’s request for an order for accounting 
and toll-making purposes which would allow 


TransCanada to transfer an amount in twelve 
equal monthly installments commencing August 
1985 from Account 276, Accumulated Deferred 
Income Taxes to Account 306, Income Taxes is 
denied. 


TransCanada shall amortize each month for the 
year commencing 1 November 1985 for account- 
ing and toll-making purposes the loss of 
$2,323,115 associated with the extraordinary 
retirement of the Niagara Line, together with carry- 
ing charges on the month-end balances in the ac- 
counts calculated at a rate equal to one-twelfth of 
the authorized rate of return on rate base. 


TransCanada’s request for an order for accounting 
and toll-making purposes which would allow 
TransCanada to record in a deferral account the 
difference between the actual cost of Trans- 
Canada’s unaccounted for volumes and the 
amount recovered in respect thereof in the tolls 
as approved by the Board, together with carrying 
charges on the month-end balance in the account 
calculated at a rate equal to one-twelfth of the au- 
thorized annual rate of return on rate base, and to 
amortize the balance including carrying charges 
from time to time through adjustments in future 
tolls is denied. 


TransCanada’s request for an order for accounting 
and toll-making purposes which would allow 
TransCanada to record in a deferral account any 
amounts paid by it in respect of income tax 
reassessments by Revenue Canada in respect of 
the years 1985 or later, together with carrying 
charges on the month-end balance in the account 
calculated at a rate equal to one-twelfth of the 
then authorized annual rate of return on rate base, 
arising out of deductions in respect of expendi- 
tures on high impact welding, and directing Trans- 
Canada to bring forward the balance in the ac- 
count for disposition by the Board when all dis- 
pute over such reassessments has been resolved 
is denied. 


TransCanada_ shall, for 
making purposes, 


accounting and _ toll- 


(a) record in the deferral account established 
under paragraph 6 of Order No. TG-5-83 as 
amended by paragraph 7 of Order No. 
TG-6-84 amounts paid by it in respect of 
income tax reassessments by Revenue 
Canada resulting from its proposed treatment 
of high impact welding costs, together with 
Carrying charges calculated on the month-end 
balance at a rate equal to one-twelfth of the 
authorized annual rate of return on rate base: 


1,2. 


. TransCanada _- shall 


(b) credit to the said account any refunds and 
interest thereon received from Revenue 
Canada of amounts paid in respect of any 
such reassessments; 


(c) bring forward the balance in the said account 
for disposition by the Board when the dispute 
over the reassessments has been resolved.” 


TransCanada’s request for an order for accounting 
and toll-making purposes approving on a final 
and continuing basis the deferral account in re- 
spect of demand charges paid by TransCanada 
to Great Lakes Gas Transmission established by 
Order No. TGI-1-85, as amended, is denied. 


TransCanada’s request for an order for accounting 
and toll-making purposes amending, effective 1 
August 1985, the deferral account in respect of 
demand charges paid by TransCanada to Great 
Lakes Gas Transmission to record the difference 
between the demand volume of 658,438 mcf per 
day reflected in TransCanada’s tolls and the 
actual demand volume in effect from time to time 
is approved until 31 July 1986. 


. TransCanada’s request for an order for accounting 


and toll-making purposes approving on a final 
and continuing basis the deferral account in re- 
spect of compressor fuel costs as continued by 
paragraph 8 of Order No. TG-6-84 is denied. 


continue to record each 
month until 31 July 1986 for accounting and toll- 
making purposes in accordance with Order No. 
TGI-1-83, as amended by Order No. AO-1- 
TGI-1-83, the difference between: 


(a) the actual cost of compressor fuel used for 
the month, and 


(b) the amount for compressor fuel costs that is 
actually recovered by TransCanada in its tolls 
for the month, 


together with carrying charges on the month- 
end balance in the account calculated at the 
rate of one-twelfth of the authorized annual 
rate of return on rate base, and shall bring for- 
ward the balance in the account for disposi- 
tion by the Board at the next toll proceeding. 


TransCanada_ shall, continue to record each 
month until 31 July 1986 for accounting and toll- 
making purposes in a sub-account of the account 
established under Order No. TGI-1-83, as amend- 
ed by Order No. AO-1-TGI-1-83, the difference 
between: 


(a) the actual cost of compressor fuel used in the 
transportation of make-up ACQ volumes 


13. 


delivered to The Consumers’ Gas Company 
Ltd. and Union Gas Limited in the month, and 


(b) the amount in respect of the cost of compres- 
sor fuel that is recovered by TransCanada in 
the tolls charged for the transportation of the 
make-up ACQ volumes delivered in the 
month, 


together with carrying charges on the month- 
end balance in the account calculated at one- 
twelfth of the authorized annual rate of return 
on rate base, and shall bring forward the bal- 
ance in the sub-account for disposition by the 
Board at the next toll proceeding. 


TransCanada’s request for an order for accounting 
and toll-making purposes approving on a final 
and continuing basis a deferral account in respect 
of Peaking Service contracts (as established by 
Order No. TGI-2-85) and TWS contracts, by 
amendment to the deferral account authorized by 
paragraph 6 of Order TG-6-84 to include Peaking 
Service and TWS contracts therein is approved ef- 
fective 1 November 1985. 


. TransCanada shall record in a deferral account 


for accounting and toll-making purposes the dif- 
ference between: 


(a) the estimate made by the Board of the dif- 
ference in revenue arising from the use, in the 
months of August, September and October 
1985, of the interim tolls approved by Order 
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No. TGl-4-85 as amended by AO-1-TGI-4-85 
and the revenue TransCanada would have re- 
ceived if tolls based on the approved cost of 
service excluding the interim toll adjustment 
had been effective 1 August 1985, and 


S 


the actual difference in revenue arising from 
the use, in the months of August, September 
and October 1985, of the interim tolls ap- 
proved by Order No. TGI-4-85 as amended 
by AO-1-TGI-4-85, 


together with carrying charges on the month- 
end balance in the account calculated at one- 
twelfth of the authorized annual rate of return 
on rate base, and shall bring forward the bal- 
ance in the account for disposition by the 
Board at the next toll proceeding. 


15. TransCanada shall amortize each month for the 


year commencing 1 November 1985 for account- 
ing and toll-making purposes the estimate of the 
interim revenue deficiency of $19,793,457. 


NATIONAL ENERGY BOARD 


J.S. Klenavic 
Secretary 
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Appendix || 


Order No. TG-3-85 


IN THE MATTER OF the National Energy Board Act 
and the Regulations made thereunder; and 


IN THE MATTER OF an application by TransCanada 
PipeLines Limited (hereinafter called “TransCanada”) 
for certain Orders respecting tolls under Sections 50, 
51 and 53 of the National Energy Board Act, filed with 
the Board under File No. 1562-11-20. 


BEFORE: 


L.M. Thur 
Presiding Member 


J.R. Jenkins 
Member 


R.B. Horner, Q.C. 
Member 


Thursday, the 19th 
day of September, 1985 


WHEREAS an application dated 8 February 1985, as 
revised, has been made to the Board by TransCanada 
seeking, inter alia, orders under Sections 50, 51 and 
53 of the National Energy Board Act fixing the just and 
reasonable tolls TransCanada may charge for or in re- 
spect of the transportation of gas sold by Trans- 
Canada, and for the transportation of gas owned by 
others, and disallowing any existing tolls or portions 
thereof that are inconsistent with the just and reasona- 
ble tolls so fixed, effective 1 August 1985; 


AND WHEREAS the Board has heard the evidence 
and submissions of TransCanada and all interested 
parties with respect to the application at a public hear- 
ing held pursuant to RH-2-85 which commenced in 
Ottawa on 23 April 1985; 


AND WHEREAS the Board has ordered, by Order No. 
TGI-4-85 as amended by Order No. AO-1-TGI-4-85, 
that, effective 1 August 1985, TransCanada’s tolls as 
established by Order No. TG-5-84 as amended by 
Order No. AO-1-TG-5-84 and the procedures for ac- 
counting and toll-making purposes set forth in Order 
No. TG-6-84, as amended by Order No. AO-1-TG-6-84 
be continued and followed on an interim basis until 
the Board issues its final decisions on the application; 
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AND WHEREAS the Board’s decisions on the applica- 
tion are set out in its Reasons for Decision dated 
September 1985 in Order No. TG-2-85 and in this 
Order; 


IT |S ORDERED THAT: 


1. TransCanada shall charge in respect of the trans- 
portation of gas sold by it and in respect of its T- 
Service, T-AOI Service and Transportation Ser- 
vices the tolls specified in Schedule “A” hereto. 


2. TransCanada’s proposal to revise Section 1.1 of 
the Authorized Overrun Interruptible Service Toll 
Schedules as set out in Exhibits B-113, B-114, 
and B-115 is approved with the exception that 
TransCanada’s proposal to add the following 
words: 


“PROVIDED ALWAYS, that this Toll Schedule 
shall not be available for the purchase of gas 
from Seller by a Buyer until such Buyer has 
taken all volumes of gas for which Buyer had 
previously paid Seller a supplemental charge 
and which such Buyer is entitled to recover 
from TransCanada at the time AOI Service is 
requested.” 


to Section 1.1(c) of the AOI Toll Schedules is 
denied. 


3. TransCanada’s proposal as set out on the Part V 
Requirements, Section 25, Revised April 1985 to 
revise section 2.2 of the AO! Toll Schedule to add 
the words: 


“or any storage program of Seller.” 
is approved. 


4. TransCanada’s proposal as set out in Exhibit No. 
B-114 to add a new Section 2.3 to the AOI Toll 
Schedule is approved. 


5. TransCanada’s proposal to revise Section 1.1 of 
the T-Toll Schedules as set out in the Part V Re- 
quirements, Section 25, Revised April 1985, is ap- 
proved with the exception that the words: 


“PROVIDED ALWAYS that Shippers gas 
transported by TransCanada will not, in whole 


or in part, displace or substitute for volumes 
of gas which any party has contracted to 
purchase from TransCanada.” 


shall be replaced by the words: 


“PROVIDED ALWAYS that Shippers gas 
transported by TransCanada will not, in whole 
or in part, displace or substitute for volumes 
of gas which any party has under contract to 
purchase from TransCanada.” 


TransCanada’s proposal to delete Section 10 of 
the T-Toll Schedule is approved. 


TransCanada’s proposal to amend Sections 2.1, 
3.2(b), 4.1, 4.2 and 5.1 of the T-Toll Schedule as 
set out in Part V Requirements, Section 25, 
Revised April 1985, is approved. 


TransCanada’s proposed IT Toll Schedules as set 
out in Exhibit B are approved. 


AND IT 1S FURTHER ORDERED THAT: 


9. TransCanada shall charge in addition to the toll 


specified in Schedule “A” of this order 
$1.186/103m3 applicable to the volumes of ACQ 
service taken by The Consumers’ Gas Company 
Ltd. in the 1985-86 contract year in respect of 
ACQ make-up gas. 
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10. TransCanada shall forthwith file with the Board 


and serve upon all parties to the hearing of this ap- 
plication new tariffs and tolls conforming with the 
decisions outlined in the Reasons for Decision 
dated September 1985, with Order No. TG-2-85, 
and with this Order. 


. Notwithstanding the filing of the new tariffs and 


tolls, the same shall remain suspended and be of 
no effect until 1 November 1985. 


13. Those provisions of TransCanada’s tariffs and 


tolls or any portion thereof that are contrary to any 
provision of the National Energy Board Act, to the 
Reasons for Decision dated September 1985, or 
to any order of the Board including this Order, are 
hereby disallowed, effective 31 October 1985. 


NATIONAL ENERGY BOARD 


.S. Klenanic 
Secretary 


Schedule “A” 


TransCanada PipeLines Limited 
Tolls for Canadian Sales, Transportation and T-Service 


Transportation Transportation 
Demand Toll Commodity Toll 
Particulars Schedule ($/103m3/mo) ($/103m3) 
(a) (b) (c) (d) 

Sales Service 

Saskatchewan Zone CD 182.71 0.828 
STCD 182.71 0.828 
AOI-W 6.553 
AOI-S 2.161 
PS 87.930 
TWS 42.750 

Manitoba Zone CD 317.47 1.809 
STCD 317.47 1.809 
AOI-W 10.986 
AOI-S 5.486 
PS 87.930 
TWS 42.750 

Western Zone CD STL TAS BYE) 
Siew) 527.76 3.350 
AOI-W 21.443 
AOI-S 18.034 
PS 87.930 
TWS 42.750 

Northern Zone CD 823.34 5.473 
STCD 823.34 SAG) 
AOI-NDA-W 34.941 
AOI-NDA-S 33.678 
AOI-SSMDA-W 33.786 
AOI-SSMDA-S 29.523 
PS 87.930 
TWS 48.040 

Eastern Zone CD 1022.56 7.365 
STCD 1022.56 7.365 
AOI-W 41.032 
AOI-S 34.923 
ACQ 34.779 
PS 116.170 
TWS 49.810 

T-Service and Interruptible 

Transportation Service 

Saskatchewan Zone T-Service 182.71 0.828 
STT 182.71 0.828 
T-AOI-W 6.553 
T-AOI-S 2.161 
IT-W 6.553 
IT-S 2.161 

Manitoba Zone T-Service 317.47 1.809 
STT 317.47 1.809 
T-AOI-W 10.986 
T-AOI-S 5.486 
IT-W 10.986 
ies 5.486 
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Particulars 


(a) 


Western Zone 


Northern Zone 


Eastern Zone 


Schedule 
(b) 


T-Service 
Sif 
T-AOI-W 
T-AOI-S 
IT-W 

IT-S 


T-Service 

STT 
T-AOI-NDA-W 
T-AOI-NDA-S 
T-AOI-SSMDA-W 
T-AOI-SSMDA-S 
IT-NDA-W 
IT-NDA-S 
IT-SSMDA-W 
IT-SSMDA-S 


T-Service 
Sill 
T-AOI-W 
T-AOI-S 
IT-W 

IT-S 


Transportation 
Demand Toll 
($/103m3/mo) 


(c) 


527.76 
S26 


823.34 
823.34 


1022.56 
1022.56 


Transportation 


Demand Toll 
($/103m3/mo) 

Transportation Service 
Saskatchewan Power Corporation 
Empress 145.53 
Bayhurst & Liebenthal iS dels 
Success 98.93 
Herbert 26.61 
Consolidated Natural Gas 
Herbert 293.86 
Empress 360.15 
ProGas 360.15 
Sulpetro 1068.52 
CODE: NDA Northern Delivery Area 

SSMDA _ Sault Ste. Marie Delivery Area 

W Winter months of November to March inclusive 


S Summer months of April to October inclusive 
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Transportation 
Commodity Toll 
($/103m3) 


(d) 


3.350 
3.350 
21.443 
18.034 
21.443 
18.034 


5.473 

5.473 
34.941 
33.678 
33.786 
29.523 
34.941 
33.678 
33.786 
29.523 


7.365 
7.365 
41.032 
34.923 
41.032 
34.923 


Transportation 
Commodity Toll 
($/103m3) 


0.566 
0.472 
0.233 
0.085 


1.647 
POS 


2.125 
7,246 


( 


Inter-City 
Midwestern 
Great Lakes 
ANR Pipeline 
Boundary 
Niagara 


Vermont 


Emerson-W 
Emerson-S 


Niagara Falls-W 
Niagara Falls-S 


Transcanada Pipelines Limited 
Transportation Tolls for Exports 


Transportation 
Demand Toll 

Particulars ($/103m3/mo) 
351.67 
358.91 
358.91 
358.91 
1067.23 
1072.89 
1132.44 


Transcanada Pipelines Limited 
Transportation Tolls for Interruptible Exports 


Transportation 
Demand Toll 
Particulars ($/103m3/mo) 
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Appendix III 


Transportation 
Commodity Toll 
($/103m3) 
2.073 
PR PAS) 

PD Ps) 
2.125 
7.246 
PAS 
oth NS) 


Transportation 
Commodity Toll 
($/103m3) 


10.986 
8.623 


37.032 
34.723 
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Cost of Gas Sold 
Transmission by Others 


Operation and Maintenance 


Depreciation 


Taxes Other than 
Income taxes 


Miscellaneous Deferred 
Items 


Income Taxes 


Reduction in Deferred 
Income Taxes 


Other Operating Income 


Interim Revenue 
Adjustment 


Return 14.54% 


Total 
$3,169,129,798 
225,008,082 


272,837,092 
92,543,588 


33,210,943 


26,049,473 


138,309,627 
0) 


(5,475,407) 
19,793,457 


372,616,700 _ 


Total Cost of Service 


$4,344,023,353 


Miscellaneous Revenue 


Net Cost of Service 


$(14,390,196) 


Transcanada Pipelines Limited 
Functional Distribution and Classification of Authorized Cost of Service 


Cost of Gas 
§3,169,129,798 


$3,169,129,798 
(5,207,225) 


$4,329,633,157 $3,163,922,573 


Appendix IV 


Transmission 


Variable 
Miscellaneous Fuel,Uses Unaccounted for 
Transmission Metering Fixed and Order Losses 
$284,288 $179,077,859 $45,645,935 
$5,518,659 124,700,838 156,938,523 $(14,320,928) 
875,097 91,668,491 
133,630 SSO OMS 
26,049,473 
1,304,513 137,005,114 
(78,120) (5,397,287) 
19,793,457 
3,459,966 369,156,734 
$284,288 $11,291,865 $980,451,159 $197,187,171 S(14,320,928) 
(2,217) (137,547) (7,141,432) (1,901,775) 
$282,071 $11,154,318 $973,309,727 $195,285,396 $(14,320,928) 
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EXASSO SSIES Tar ecuese..e 


Funded Debt 
Unfunded Debt 


Total Debt Capital 


Preferred Share Capital 
Common Equity 


Overall Rate of Return 


Transcanada Pipelines Limited 
Comparison of Components of Rate of Return 
Previously Authorized, Applied for and Approved 


Previously Authorized 


Capital 
=tructure 
% 


55.09 
1.94 


57.03 


12.97 


30.00 


100.00 


Cost 
Rate 
% 


14.94 
14.25 


10.54 
15.50 


Cost 
Component 
% 


8.23 
.28 


14.53 


Capital 
Structure 


32.00 


% 


54.60 
.60 


55.20 


12.80 


100.00 


93 


Applied For 


Cost 
Rate 
% 


15.49 
13.00 


10.90 
16.00 


Cost 
Component 
% 


8.46 
.08 


8.54 


1.40 
Onll2 


15.06 
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Capital 
Structure 
% 


59:00 
1.49 


56.99 


13.01 


30.00 


100.00 


Approved 


Cost 
Rate 
% 


15.49 
11.50 


10.90 
14.50 


Cost 
Component 
% 


8.60 
ae 


8.77 


1.42 
4.35 


14.54 
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